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Introduction
Every recession is unique. The 1990-92 recession is no different in this respect.

Some unique features of this recession are the following:

- its duration ... it is more prolonged than earlier recessions, lasting almost 2}
years;

- the early and prolonged downturn of employment in manufacturing, which
suggests that restructuring played a more prominent role in this recession than
in earlier downturns;

- the increase in labour productivity during the second half of the recession, as

output rose but employment did not;

The labour market in this recession has been affected by a number of factors not
present in 1981-1982. They include the introduction of the Canada-US free trade
agreement and its potential structural impact on the manufacturing sector in particular;
and the introduction of the GST, which, in the short-term at least, influenced
consumption patterns. The current recession also occurred against the wider background
of increasing global competition, which may be forcing restructuring in many sectors.
In addition, it is generally believed that firms are fundamentally reconsidering the type
and number of employees they need to compete in the 1990s. All of this sets the stage
for different labour market patterns of employment and unemployment in the recent

recession compared to earlier ones.

This paper compares patterns of unemployment, employment, hirings and layoffs
between the recessions of 1981-82 and 1990-92 to determine whether certain notions

regarding the uniqueness of labour market patterns in this recession hold.

There are three major sections to the paper. The first reviews trends for the
economy as a whole, and if job losses were more likely to be permanent in the latest

recession while the second focuses on particular demographic groups and industrial

sectors. The third uses decomposition techniques to control for changes in the
demographic composition of the labour force, asking how these influenced comparison

of the aggregate unemployment rate between recessions.
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Part I: A Comparison of Layoffs During the 1980s and 1990s Recessions: Were Job Losses
More Likely to be Permanent in the 1990s?

According to recent opinion polds, job loss, unemployment and job creation are among the
top issues of concern to Canadians. The 1990-92 recession and its aftermath have left a sense of
uncertainty, and perhaps even fear, among many Canadians regarding the security of their job.

There is a belief that along with the recent recession, a new era of a short fall of jobs and
increased job instability was introduced. This harsher labour market realty was observed, it is
argued by some, in the employment impact of the 1990s recession, It was labelled by some media
commentators, as the worst downturn since the depression, worse than the 1981-82 recession.

If one focuses on change in output (GDP), such a claim is not credible. Gross domestic
product fell much less and for a much shorter period of time in the 1991-92 recession than in the
early 1980s. In terms of peak to trough change in GDP, the 90s recession was much less severe.
But employment is another matter. It is well know that the employment decline was more
prolonged than the drop in GDP in the 1990s. The first task of this section is to develop a simple
but useful measure to compare the labour market effects of the two recessions, and ask whether
there is anything to the claim that the recent recession compared in severity with that of the
1980s.

The second new and harsher reality of the 1990s recession, it is often argued, was that
when job loss occurred it was more likely to be permanent. In earlier recessions, the majority of
workers put out of work because of the recession were temporarily laid-off, particularly in the
goods producing sector. When economic conditions picked up, workers were recalled. Not so in
the 1990s recession it is often argued. A variety of economic forces may have led to a greater
proportion of layoffs being permanent.

The Canada-US free trade agreement had been recently introduced, and there was much
debate about the impact of this on manufacturing firms in particular. A reallocation of demand,
resources and labour was seen to be taking place as some industries were losing to U.S.
competition, and permanently laying off their workers, while others gained under the new
arrangements. The 1990s recession also occurred against a broader background of concern about
increasing global competition. This is also seen to be driving restructuring leading to permanent
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layoffs. The concern about competitiveness seemed to be encouraging many firms to seek
substantial gains in labour productivity ... increasing their output without hiring new employees,
or shedding labour without altering output in order to reduce costs. All of these could have
resulted in much more permanent job loss than normal during the recession, thereby making it
unique. The second task of the section is to assess if this occurred.

Finally, there is concern that the permanent job loss is continuing; that following the 1990s
recession the same forces which led to this new emphasis on permanent job loss persists, resulting
in a high post-recessionary rate of permanent layoffs. The prospect of this are discussed in light
of the patterns observed following the 1981-82 recession.

The Cumulative Labour Market Effects of the Recession were More Severe in 1990-92

Typically peak to trough measures are used to evaluate the severity of a recession ... what
was the decline in GDP between its peak at the start of the recession and its lowest point (trough)
at the end of the contraction, and by how much did unemployment rise? Such peak to trough
measures are shown in Charts 1 and 2 and they highlight the following:

* The decline in output (GDP) was both shallower and shorter in the 90-92 than the 1981-82
recession, falling only 3.5 percent over 10 months in the former, compared to 6.5 percent over
18 months in the latter (Chart 1)

* The decline in employment, while shallower, was much more prolonged in 1990-92.
Employment fell by 3.1 percent over 28 months in the latest recession, compared to 5.4%
over 16 months in 1981-82.

« Unemployment reflected the same general pattern of a shallower but longer recession. The
rate increased 5.5 percentage points over 9 quarters during 1981-82, and 4.2 percentage point
over 13 quarters in the early 1990s.

Although the 1991-92 recession was less severe with respect to absolute declines in
employment and rises in unemployment, its prolonged nature may well have resulted in
cumulative labour market impacts that are as significant and profound as those resulting from the
recession of the early 1980s. The longer a recession lasts, the less likely employers are to try to
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maintain their labour force at pre-recession levels, the more firms go bankrupt, the more jobs are
lost, the longer hiring remains at depressed levels and the more person-months of ‘employment
loss and unemployment are recorded. The cumulated effects of these on household income,
consumption patterns, business investment, and funding requirements for income support
programs may be more severe than that experienced during a deeper but shorter-lasting recession.

But normal measures of peak to trough change are incapable of measuring this severity.
Observing that employment fell by X percent peak to trough indicates the depth of a recession,
but contains no information on its duration. A measure that combines both (depth and duration)
is necessary. The cumulative change in employment or unemployment meets this need. For
employment, the measure is simply the accumulated loss of employment over the months of

contraction.

For example, the employment loss in month 1 of the contraction is the difference between
employment in that month and that at the peak prior to the recession. Losses are similarly
calculated for month 2, 3, and so on to the end of the contraction. The cumulative loss is the sum

. of these losses over all months of the recession. The deeper the recession, the greater the
employment loss, and the longer the recession, the greater the loss. Similar calculations can be
made for unemployment and job loss. These are simple and useful measures of the cumulative
impact of the recession on the labour market.

Using the dates of the peaks and troughs of employment--that is, July 81 to Nov 82, and
July 90 to Aug. 92 -- such cumulative measures are computed for employment, unemployment,

and job loss.
Table 1: The Cumulative Impact of the 1981-82
and 1990-92 Recessions on the Labour Market
Cumulative loss in Cumulative increase in Cumulative number
person-months of person-months of of job losers (due to
employment unemployment the recession)
July 81 to 4.9M 5.0M 1.2M
Nov'82
July 90 to 6.3M . 8.4M 1.5M
Aug' 92
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By these measures, the impact of the 1990-92 recession on the labour market is seen to
have been, greater than the previous one. The number of persons who lost their jobs, either
temporarily or permanently, and became unemployed during the contraction as a result of the
recession is 25 percent higher in 90-92 than 1981-82.

More significant are the differences in the employment losses and unemployment increases
during the two recessions. The cumulative drop in labour volume was 28 % greater during the
1990s and the cumulated increase in person-months of unemployment was 68 % higher. Inshort,
workers have seen a greater loss in person months of work and experienced far more
unemployment during the recent contraction than was the case in 1981-82.

The prolonged downturn of the 1990's recession was particularly evident in
manufacturing, which was already in recession in 1989. The peak to trough drop in employment
in both recessions has been dramatic, and very similar; 15% during the early 80s, and 17% during
the early 90s (including the decline in 1989 before the "official" recession began). The absolute
decline was 319 thousand jobs in the early 80s, 370 thousand jobs in the 90s. But the recessions

are not as similar as these numbers would suggest.

The downturn in manufacturing employment lasted 41 months in the 1990s compared to
18 months in the early 1980s. As a result, the cumulative number of person-months cf
employment lost during the contraction period of the 1990s far outstrips that of the 1980s: 4.7
million compared to 2.8 million! Clearly these cumulative measures present a very different view
of the labour market changes in the recession than do peak-to-trough comparisons of point-in-
time measures. The 1990-92 recession is seen, over the length of the contraction, to have had a
greater loss of person-months of employment and produced more unemployment and job losers.

Were the 1990s Job Losses More Likely to be Permanent then 1981-82

One very important aspect of job loss is its nature ... is it temporary or permanent?
Traditionally, employers have turned to temporary layoffs during a recession. In the 1981-82
recession, temporary layoffs rose 77%, and permanent only 30%, as measured by data from

1Using the peaks and troughs in manufacturing employment, June 81 to December 82 and May 89 to October 92.
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Employment and Immigration Canada on employee separations from firms (Picot and Pyper,
1993).

Why might we have expected to see permanent layoffs increase in prominence during the
1990-92 recession? Typically permanent layoffs in recessions stem from: (1)a permanent
downsizing in a firm's labour force either because of a long term (permanent) decline in demand
or a move to reduce labour costs and increase labour productivity, (2) an increased number of
plant or firm closures which result in permanent job loss, or (3) longer cyclical downturns in
demand that may encourage firms to permanently release their work force rather than using
temporary layoffs. There is considerable speculation that more structural change (i.e. permanent
reallocation of demand and hence 1abour resources among firms or industries), as well as a move
by firms to reduce labour costs in the 1990s recession has resulted in a shift in the balance of
layoffs from temporary to permanent. Did this actually occur?

The ideal data source needed to answer this question are unfortunately not available. It is
necessary to "tease" the answer from existing data. Monthly labour force survey data on job
losers are used here. The steps necessary to encourage this data set to answer the question are
the following:

(1) A proxy is used for permanent layoffs. Job losers are classified as temporary - persons having
a job at which they are not working but expect to return - and all "others". The "other"
category becomes the proxy for permanent layoffs. Comparisons with other data sets?
indicates that temporary layoffs are underestimated in the Labour Force Survey, and the
"other" category is an overestimate of permanent layoffs. However, these biases exist through
the entire period, and hence the trends reflect those of temporary and permanent layoffs,
although the levels do not. It is the trends in which we are interested, not levels. In addition
to the Labour Force Survey, data from a second source the "Worker Longitudinal File" (see
Footnote 2) are used where possible to substantiate the findings.

(2) The analysis is restricted to job losers who enter unemployment. It excludes those who leave
the labour force or move directly to a job with another firm. We are primarily interested here

ZNotably the Worker Longitudinal File maintained in Statistics Canada which provides annual data on temporary
& permanent layoffs for the period 1978 to 1990, and is described in the publication "Worker Turnover in the
Canadian Economy", Statistics Canada Publication #71-539, 1992,
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with job losers who force unemployment spells, however, and hence this is not a serious

restriction.

Data on the total number of temporary or permanent (i.e. "other") job losers per month?
who enter unemployment were produced from the Labour Force Survey for the period 1976 to
1992.

But we are not concerned with all job losers, rather only those who were laid off as a
result of the recession. There are layoffs in all years, expansions and contractions. During
recessions, one can think of layoffs as consisting of two components - those that would have
taken place even if the economy were not in recession, and those due to the recession. The
question we want to answer really refers to the second group - those layoffs that are due to the
recession. Their number is estimated simply by taking the difference between the layoffs at the
peak of the business cycle (which is representative of those that would have been observed if there
had not been a cyclical downturn), and the number in any given month in the recession. This
difference represents those due to the recession. For our purposes, we select the average monthly
layoffs during 1979 and 1988 as representative of the business cycle peaks*

Similar data for the United States are also available, allowing comparisons with that
country. The results are in table 2. They suggest that:

3Normally the labour force survey does not report the number of persons who lost their job during each month, but
rather the number of persons who are still unemployed in the month, no matter when they lost their job. It is the
former in which we are interested however, not the latter. To estimate the number of job losers each month, we
simply select job losers who were unemployed for 4 weeks or less in cach monthly labour force survey. This
provides an estimate of the number of persons losing their job in that month. To determine the total number
during, say, a contraction, one simply sums across all months during the recession.

4It turns out that the results are sensitive to the selection of the business cycle peak, and hence the decision to pick
yearly averages rather than a precise month or quarter. 1980 was excluded because of the minor recession that
year, and 1989 was excluded because in manufacturing the recession bad alrcady started in that year.
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Canada
July '81 - Nov. '82
% Distribution

Apr. '90 - Aug. '92
% Distribution

United States

July '81 - Nov. '82
% Distribution

Apr. '90 - Aug. '92
. % Distribution

Table 2:

Temporary
Layoffs

414
36%

436
29%
6.04
49%

3.19
42%

"Other" Job

Losers

(in thousands)
745
64%

1062
71%

(in millions)
6.31
51%

4.35
58%

Cumulative Number of Job Losers Due to the Recession,
Temporary Layoffs & "Other" Job Losers,

Canada and the United States

Source: Labour Force Survey

Total

1159
100%

1498
100%
12.35
100%

7.54
100%






1) As mentioned earlier, there were more job losses in Canada during the 1990-92 recession
than the 1981-82 recession. This increase was due largely to a rise in permanent layoffs
(i.e., other job losers), as they rose by about 40% while the number of temporary layoffs
remained about the same in the two recessions.

2) The balance between temporary and permanent layoffs shifted towards the latter, as the
share of all job losers in the "other" category rose from 64% in the 81-82 recession to
70% during 1990-92.5

3) In the U.S. , the number of job losers during the 81-82 recession was approximately ten
times that in Canada, as one would expect. But in the 90s recession this ratio fell to 5:1.
The number of layoffs in the U.S. was lower in the 90s recession than during the 80s,
while the number rose in Canada. This underlines the fact that the 90s recession was more
severe in Canada than in the U.S., even though both were prolonged.

4) In the United States there appeared to be a shift towards more permanent layoffs as well,
as the "other" layoffs share of total job loses rose from 51% to 58%. It is important to
note that the share of job losers that are temporary ( or "other") cannot be compared
between countries, as they are measured in different ways. Comparisons through time are
valid in both countries, however.

In both Canada and the United States, there was a shift towards a greater use of
permanent layoffs during the 1990s recession for the economy as a whole. But what if the
manufacturing sector, where much of the debate regarding restructuring and its labour market
impact has been concentrated?.

It is useful to recall, that manufacturing firms have traditionally turned to temporary
layoffs to make the necessary adjustments to their labour forces during recessions. The Worker
Longituding File (WLF) data source suggests that during the 1981-82 recession temporary layoffs
in manufacturing rose 118%, while permanent layoffs rose by about half as much, 64%.

5This finding is substantiated by data from the "Worker Longitudinal File (WLF). Although available only to 1990,
the results indicate that for the economy as a whole the share of layoffs (due to the recession) that are permanent
rose from around 24% during the recessionary years of 1981 and 1982, to 34% during 1990, the first year of the
90-92 recession.

\recessi2 doc






But with increased competitive pressure, changing trade patterns, the pressure to reduce
(labour) costs, and changing technology, permanent layoffs likely became more prominent in
manufacturing during the 1990 recession, and since. This appears to have been the case. The
share of layoffs that were temporary fell from 55% during the 1981-82 contraction$ to 32%
during the 90s recession’.

Thus, for manufacturing, as for the economy as a whole, there was a decreased use of
temporary layoffs during the 90s recession.

Permanent Layoffs Remained High Late Into the Recession, and May Only Slowly Decline
in the 1990s

Finally, the pattern of temporary and permanent layoffs during a recession is of interest.
To this point the total number and mix of temporary and permanent layoffs over the entire
contraction has been the focus. We now turn to the time pattern observed for layoffs, using both
the number of layoffs and layoff rates. The latter is the number of layoffs divided by employment
in any given quarter. These are presented in Charts 7 to 10 for both Canada and the United
States. As one would expect in a prolonged recession like that of 90-92, temporary layoffs were
used by firms early in the recession ( late 90 and early 91), driving up the temporary layoff rate.
However, 1992 saw a decline in the temporary layoff rate, and continued rise in the permanent
rate as firms turned more to permanent layoffs. For example, in manufacturing the quarterly
temporary layoff rate rose from 1.8% in early 1990, to 3.1% in early 1992. The permanent layoff
rate rose from 3.7% to 4.6% between 1990 and 1991, and then continued to rise slightly to 4.8%
in 1992. This pattern is observed for both manufacturing and the economy as a whole, and in
both Canada and the U.S.. This increased use of permanent layoffs late in the recession could be
due to a number of factors. It is possible that:

6The dates for the contractions used in this calculation are those of the employment downturn in manufacturing,
not those for the economy as a whole. They are June 81 - Dec. 82 and May 89 - Oct. 92.

"Data from the "Worker Longitudinal File" suggests a similar story. Approximately 14% of layoffs due to the
recession were permanent in 1981 and 1982, compared to 22% in 1990, based on this data source. The store of
layoffs that are permanent is much lower in the WLF data source than the Labour Force Survey. This is due to
differences in definitions, and the inclusion of "other” of separations in the LFS definitions.
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1) temporary layoffs rose early in the recession as they have in other recessions, but as the
prolonged nature became evident, and demand was unlikely to rise in the near future, more
firms failed and the surviving firms turned to permanent rather than temporary layoffs,

2) restructuring took hold in the second half of the recession, leading to more firm and plant
closures and hence permanent layoffs, and

3) some firms turned to permanent layoffs to reduce labour costs and improve
competitiveness, particularly in 1992 and beyond.

The first point is a direct response to a prolonged recession, while the latter two relate to
structural change and competitiveness. It is likely that all played some role in the increase in
permanent layoffs during 1992, but it is impossible for us to assess the significance of each with
the data at hand.

Layoffs occur not only during recessions; beyond a recession's end, layoffs continue.
During the 1980s, the rate of permanent layoffs remained very high in Canada following the 1981-
82 recession, well inter 1985 and 1986. In fact, the labour force survey data indicate that it
remained at recessionary levels during this period, falling to lower levels only during the rapid
expansion of 1987 and 1988. (chart --)8.

This continued high rate of permanent layoffs following a recession may be related to the
structural change and competitive adjustments that follow recessions. Firms become very much
aware of the need to become more efficient during recessions, and this no doubt affects their
staffing and layoff behavior in the immediately following years. The competitive shakeout of firms
within particular markets also likely continues following a recession, as some firms weather the
recession better than others. As some firms lose market share (and employment), and others gain
in the same market or industry, permanent layoffs result. The job matching process likely also
plays a role, as firms lay off workers who they believe are not part of a good match between the
firm and worker (the workers response in this situation is to quit). All of these contribute to
continued layoffs during recovers and expansions.

8A similar pattern is observed in the Worker Longitudinal File data. The annual permanent layoff rate, in the 6%
to 7% range in the late 70s, reached 8.7% in 1982, and stayed in the 7% to 8% range through 1986. (Picot and

Pyper, 1992)
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Such a pattern may be experienced in the early 1990s. The permanent layoff rate rose in
the latter half of the recession, and it could conceivably remain high into the 1990s for the reasons
indicated above. '

Discussion

At the business cycle trough, the 1990-92 recession was not as severe as that of 1981-82;
the aggregate unemployment rate was lower, the employment drop peak to trough less, and the
layoff rates (temporary or permanent) were not as high. But the 1990s recession, as measured by
the labour market indicators, was much longer. When measures incorporating both duration and
depth of the recessions are used, the labour market effects of the 1990-92 recession was more
severe than its 1980s counterpart. There were more job losers, and the cumulative employment
loss and cumulative increase in unemployment were both greater.

Were the job losses more likely to be permanent in the 1990s recession? The overall
answer is yes. And what of the pattern of layoffs? Early in the 1990s recession the rise in
temporary layoffs resembled that of other recessions. But as the recession continued, temporary
layoffs declined and more firms turned to permanent layoffs. This pattern was observed in both
Canada and the United States.

The data suggest that both following the 1981-82 recession and in the later stages of the
1990-92 recession temporary layoffs subside quickly, but permanent layoffs do not. In Canada,
the permanent layoff rate never did fall back to its pre-recession level during the 1980s, and
remained at high levels through 1985 and 1986. Permanent shakeouts of some sectors no doubt
continue following the contraction, resulting in higher than average levels of permanent layoffs.
Firms may be restructuring and trying to reduce labour costs during this period as well, resulting
in permanent layoffs. A similar pattern may be observed into the early 1990s.






. Part II The Impact of the Recessions on Selected Segments of the Work Force
If the 1990s recession is indeed fundamentally different from that of the 80s - due

to restructuring in manufacturing, changes in trading patterns and an increase in
productivity - one might expect various segments of the labour force to have been
differentially affected in the two recessions. This section addresses four questions

regarding changes in labour market conditions over the contraction. They are:

- Is the latest recession a white-collar recession, i.e., has job loss among managers

and other white collars workers been unusually high?

- With the hiring level depressed over a longer period, have younger workers been
more affected, or have firms laid off older workers in disproportionate numbers

in this recession?

- How much more concentrated has employment loss and unemployment increase
. been in the recent recession compared to the last?

- Have the less skilled and less educated - always vulnerable in downturns - also
been disproportionately affected in the 90s recession, with firms turning to more
highly skilled and educated workers to improve productivity?

These questions are addressed using data on employment and unemployment.
Since the 1990s recession has only just entered the recovery phase, the analysis focuses

on labour market change during the contraction.

The Approach

The descriptive measures presented in the appendix tables are of two types:

(1) Change in Point-in-time Measures of Employment and Unemployment
a) Peak-to-trough change, i.e., the ratio of the value at the trough to that at the peak.
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. b) Peak-to-trough change for the sector or group, relative to that for the economy as
a whole. This enables one to determine whether a particular group or sector’s

relative position has changed over the two recessions.

(2) Measures of Cumulative Peak-to-Trough Change

Point-in-time measures such as those described above basically ignore the length
of the period over which the employment loss (or unemployment increase) lasts. To take
this into account, cumulative measures similar to those outlined earlier are used. The
cumulative employment loss, for example, is simply the difference between the
employment in a quarter and that at the peak, summed over all quarters in the

contraction. It is an estimate of the area under the curve in the diagram below.
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A standardized measure of cumulative change (relative to the size of the group)

is computed by taking the ratio of the cumulative loss for the group to, say, the
employment (or labour force) at the peak, as appropriate. In addition, measures of
concentration can be derived by determining the share of, say, total cumulative
employment loss in the economy accounted for by a particular group (e.g. industrial

sector,age,etc.).
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. Determining the Peak and Troughs
The series used in computing the statistics were quarterly averages of seasonally

adjusted monthly estimates .

Peaks and troughs were identified separately for each province, industry and age
group. The measures of employment decline or unemployment increase presented
below are based on these, rather on the peaks and troughs identified for the economy

as a whole. Use of the latter would have introduced serious distortions in the results. !

Did the 1990s Usher in a White-Collar Recession?

It has been argued that middle managers and other white collar workers have
been disproportionately affected by the recent recession and its associated restructuring.
In the United States, Misheland and Bernstein (1992), for example, report that "it is
important to understand the peculiarly white-collar nature of this recession; this is the

only recession of the last thirty years where more white-collar than blue-collar workers

. lost their jobs".

In Canada, there is little evidence to support the notion that white collar
occupations as a whole have suffered more than in the 1980’s recession. Employment
loss and unemployment remained concentrated among blue-collar* workers. During the
90’s recession, they accounted for 71% of the cumulative employment loss and 50% of
the cumulative increase in unemployment during the contraction, while registering only
31% of the employment prior to the recession. The Table below illustrates that the

situation was much the same during the 1981-82 recession.

i In cases where a peak and trough was not evident from the
data (e.g. employment among professionals), those of the
economy as a whole were used.

. Fishing, forestry, mining occupations, processing,
fabricating, material handling occupations, machining,
construction workers and transportation occupations.
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. Table I1.1 Shares of Cumulative Change In Employment
and Unemployment, By White Collar/Blue Collar

Share of Share of Share of
Employment Cumulative Cumulative
Employment increase in
Loss unemployment

1981 | 1989 | 81-82 90-92 81-82 [ 90-92

White collar | 65% 69% 25% 29% 54% 50%

Blue Collar | 35% 31% 75% 71% 46% 50%

There were, however, significant differences among particular groups in white-
collar occupations. In general, the more highly educated groups - manager and
professional -were less affected by the recession than clerical and service occupations.

For the latter, conditions did deteriorate more in the 1990s than in the 1980s recession.

. Much has been written about managers in this recession. Many firms are believed
to have decimated their middle management levels in a bid to improve competitiveness.
However, managers have not been hit significantly harder in this recession relative to
changes in the economy as a whole than in the last. The unemployment rate more than
doubled in the last recession (from 2.0% to 4.9%), but increased by about three quarters
in the current recession (from 3.3% to 6.1%). The rates were relatively low at the trough
of both recessions. The higher level in the recent recession is largely due to a change in

the definition of the management category’.

Many jobs which had previously been classified as
services jobs were re-labelled to management. As a
result of the change in the size of the category and
changing its composition, the unemployment rate jumped
1.2 percentage points, in early 1984, when the change was

introduced (seasonally adjusted).
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Most importantly, employment growth in the management/administration
category was relatively strong in the 1990 recession, remaining more or less flat (it
declined 2% in the 80s recession). The cumulative employment measure shows a slight

gain in employment over the contraction (appendix Table A.2).

Overall, the management category as a whole in both recessions demonstrated
little or no employment loss, and relatively low unemployment rates. Particular groups
of managers (e.g. middle managers in some companies) may have experienced more job

loss and unemployment in the latest recession, but this is not true in general.

For the professional occupations, employment growth was quite strong in the 90s
recession, rising 5% from peak-to-trough with a cumulative gain of 188,000
person-quarters of employment. Unemployment rose, but remained relatively low, with
peak values of 6.4% and 5.8% for the two recessions, respectively. Labour demand for
professionals has been stronger in the 1990s than in the 1980s recession, and they have

been relatively unaffected by the recent downturn.

On the other hand, service and clerical occupations saw their relative position
deteriorate in the 1990s recession. A much larger share of the cumulative employment
loss was accounted for by services occupations (from 2% in the 80’s recession to 16% for
the recent one) and by clerks (from 13% to 32%, Table A.2). Thus it appears that it is
the less skilled white-collar occupations that are more at risk in the 1990s than in the
previous recession. Clerical workers may well be victims of both technological change

and cost-cutting measures.

Nonetheless, the bulk of cumulative employment loss and of increased
unemployment remained concentrated among blue-collar workers. Unemployment
levels at the peak were much higher (in the 14% to 20% range in both recessions),
compared to the 5% to 14% range for white collar workers (Table A.1).
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The Geographical and Industrial Concentration of the Labour Market Effects of the
Recessions

The story of the geographical concentration of the 1990 concentration is
well-known; it was largely a central Canada recession. Following very rapid
employment growth in what some considered to be an overheated economy, Ontario
entered the 1990 recession with an unemployment rate of only 4.9%. It was by far the
lowest provincial unemployment rate in Canada at the peak, and much lower than the

6.3% rate just prior to the 82-83 recession.

For the recession, using quarterly measures one gets a mixed picture. The

unemployment rate more than doubled in Ontario (4.9% to 11.6%), the only province in

which this occurred. It remained lower than that at the 1982 peak of 12.2%, and lower
than that of all provinces to the east, unemployment having reached fully 21% in
Newfoundland. Howevef, the peak-to-trough employment decline was larger in the
latest recession (6.7% dip compared to 5.1% in the early 1980s ... Table A.3).

When cumulative measures are used, and the duration of the recession in various

provinces accounted for, the degree of concentration of the labour market effects of this

recession in Ontario are dramatic, as seen in the Table below.
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Table I1.2 Shares of Cumulative Change in Employment and
Unemployment by Province
Share of Share of Share of
Employment Cumulative Cumulative
at the Peak Employment Increase in
Loss Unemployment

81 89 81-82 90-92 81-82 90-92

NFLD 1.6% 1.6 2.9% 2.1% 2.2 1.6
PER 0.4 0.4 0.2 0.5 0.1 0.5
MNaSe 289 3.0 3.3 2.1 2.7 2.1
N.B. 2.3 2.3 25 1.3 34 0.8

QUE 24.7 243 374 25.3 16.7 21.6
ONT 37.9 39.6 26.7 70.5 31.5 53.6

MAN 4.2 4.0 1.8 5.2 a7 2.5
SASK 33 3.6 1.0 Is7, 2.0 £.9
ALNa il 9.7 94 (2.0 19.0 o

BC 11.5 11.5 14.8 (6.7) 18.7 8.8

() indicates employment gains

Ontario accounted for 27% of the cumulative person-quarters of employment loss
in the 81-82 recession and fully 70% in the 1990s recession (with about 40% of the
employment in Canada). It had 32% of the cumulative increase in unemployment in the
81-82 recession, and 54% in the 1990s.

Alberta and B.C,, on the other hand, hardly experienced recession at all. Following !
poor economic growth in the mid and late 1980s, these provinces enter the 90s recession
with relatively high unemployment rates (6.5% compared to 3.4% going into the 1981-82
recession for Alberta, and 7.7% vs 5.9% for BC). With the primary sector demonstrating
little if any employment expansion in the 1980s (Chart 1.2), growth was slow in these
provinces. However, the primary sector did not turn down in the 90s recession, so that
Alberta and B.C. experienced relatively little of the effects of the recession. Employment

even rose peak-to-trough in both provinces and unemployment increases were much
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. Table II.3 Shares of Cumulative Change in Employment and

Unemployment By Sector

Share of Share of Share of Cumulative
Employment Cumulative Increase in
Employment Loss Unemployment
81 89 81-82 90-92 81-82 90-92
Primary 7.3% 5.7% 13% -1 5 4
Manufacturing 193 17.0 54 72 21 21
Construction 59 6.1 14 19 11 20
Distributive 12.8 122 14 15 11 12
Serv.
Business Serv. 9.4 1%1 1 -1 9 10
Consumer 235 251 12 6 32 24
Serv.
Public Serv. 21.6 22.7 -6 -10 10 8

Cumulative unemployment increases were not as highly concentrated, as
indicated in the above Table. Manufacturing workers accounted for 21% of the increase,” I'
in both recessions, with consumer service workers accounting for a disproportionably
large share relative to employment losses. However, workers who lose a job in one
industry may obtain a short-term job in another and would then appear in the statistics
as unemployed workers in the industry of the last job. This is likely the reason why

unemployment increases appear more evenly distributed than employment losses.

In summary then, point-in-time measures indicate that the 90s recession in
Ontario was only slightly more severe in terms of job loss and that the unemployment
rate at the peak was lower. Likewise, in manufacturing, the peak-to-trough job loss was
about the same, and unemployment lower. However, camulative measures demonstrate
that the degree of concentration of employment loss was dramatic, both geographically
and sectorally. Cumulative net employment loss over the contraction was 4 times larger
for Ontario and 2.5 times larger for manufacturing in the 1990's recession compared to
that of the 1980's.
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. smaller than in the 1980s recession (Table A.3). *

Industrial Concentration of the Recessionary Effects

Peak-to-trough employment decline was very large in manufacturing in both
recessions (at 15% and 17% respectively). However, unemployment increases were
smaller in the 90s recession. The rate was over 15% among manufacturing workers at
the 82 peak compared to 12.8% during ‘92. These peak and trough measures suggest
an industry which was hard hit in both recessions. But the degree of industrial
concentration differed significantly.

Manufacturing accounted for fully 72% of cumulative employment loss in the
1990-1992 recession, compared to 54% in the 1981-82 recession. In the primary sector,
there was even a small cumulative employment gain in the 90s recession, compared to
a substantial loss 81-82 (accounting for 13% of the total). There has thus been a dramatic

shift in the concentration of employment loss in the recent recession.

‘ In an upcoming amendment to this paper we plan to test to
what degree differences in industrial structure accounted
for difference in the increase in unemployment and

employment loss among some provinces.
\march 05 \recessé wp






Were Young People Disproportionately Affected in the 1990s Recession?

Faced with a need to reduce workforce size in a recession, firms probably turn to
hirings reduction as a first measure. This is evident in the hirings data, as hirings
declined well before the acknowledged beginning of the recession. Such a prolonged
downturn in job openings may disproportionably affect the young, because they are
much more likely to be in the open labour market seeking a job than older workers.
While the supply of young workers has been declining, such a prolonged decline in
hirings (demand) may more than off-set any reduction in supply.

During recessions, there is a disproportionate drop in employment among the
young. The decline in their employment-population ratio far exceeds that of any other
age group. In the 1990s recession, the fall was large (16.3%), but less than the decline
observed in the 1981-1982 recession. On the other hand, the 15-24 age group accounted
for approximately the same proportion of cumulative employment decline (45% - 50%)

in both recessions®.

On the other hand, the youth unemployment rate at the beginning of the recent
downturn was lower than in 1981 (11.0 vs 12.8) and the increase from peak to trough
was smaller, although only slightly so (7.9 vs 8.3 percentage points). The peak-to-trough
growth in the youth unemployment rate from 1990 to 1992 was comparable to that for
other age groups (Table A.7), but of course at higher levels; in 1981-1982 the increase in
the rate for youth had actually been less than for other age groups.

In contrast to cumulative employment loss, the cumulative increase in
unemployment is more evenly distributed across age groups, with persons 15-24

accounting for a somewhat smaller share of the total for the last recession (27%),

. Employment figures were adjusted to exclude the
proportion of the change due to the declining youth
population. Similar adjustments were applied to all age
groups to correct for the effect of population change.
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. compared to the earlier one (37%). Overall then, the evidence up to now suggests that

youth were hit somewhat less hard in the recent recession than in 1981-1982.

Table 11.4 Shares of Cumulative Change in Employment
and Unemployment by Age Group

Share of Share of Cumulative  Share of Cumulative
Employment Employment Loss Increase in
Unemployment
81 89 81-82 90-92 81-82 90-92
15-24 24.2% 18.9 50% 45% 37% 27%
25-34 28.1 289 24 29 31 32
35-44 20.2 25.6 9 15 16 18
45-54 15.8 16.3 8 4 11 14
55-64 %9 8.7 8 8 6 8

Note: the cumulative measures are adjusted for change in the population over the
contraction, since some age groups are increasing in size (eg 45-54) while others
are decreasing (eg 15-24) and the employment data reflect these changes. Since
population is changing rapidly in some age cohorts, this adjustment has a
significant effect on the cumulative employment and unemployment estimates.

The unadjusted data are shown in appendix Table A.8.

The fall in youth’s share of cumulative unemployment in the recent recession,
however, is largely a consequence of the substantial drop in participation among young
people over the 1990-1992 period. The participation rate fell a full 6.5 percentage points
peak-to-trough during the 1990’s recession, compared to 2.2 during 1981-1982. This
suggests that many more have stayed in or returned to school or looked to activities

other than employment.

Overall, while the impact on employment is very concentrated among young

people in recessions, this recession was not different than the 80s recession in that

\m arch 05 \recessé wp






regard. The most telling point bearing witness to the impact of the current recession on

the youth population is the withdrawal of so-many young people from the labour force.

Is the Demand for the University Educated Rising?

Skill levels have become a central point of discussion. Higher level skill and
education are at a premium in the labour market. As firms push to improve
productivity, they seek to upgrade their workforces. And aggregate demand is
increasing more in some of the service sector job requiring higher education than in
manufacturing and labourer jobs, where often lower level skills are sufficient. In the
U.S. this is reflected in an increasing wage premium paid to the more highly educated
(relative to the less educated). In this environment, one might expect the structural
adjustment taking place during the recession to benefit the highly educated more than
the less educated. As Douglas Purvis noted in an interview with the Globe & Mail®
newspaper, "this will be a jobless recovery; the strong growth in output will not be
accompanied by nearly so rapid growth in employment ... thus (current) restructuring
has seen traditional firms and industries that were major sources of low and medium
skilled jobs contract or even disappear, and new high-tech or high value added ones

emerge ... requiring different skills".

Has this phenomenon been observed in the contraction, during which much of
the restructuring mentioned would have been taking place? Employment among
university graduates did rise during the 90-92 recession ( 8.0% peak to trough) while
falling among other education groups, notably the elementary educated where it fell
15%. Furthermore, during the 1982 recession employment also rose among university
graduates (4.8%) But much of this employment change in both recessions is related to
the underlying supply...the population of university educated persons. It rose in both
recessions faster than employment, thus the employment-population ratio fell in both

recessions for the university educated, and by roughly the same amount ( 3.1 and 3.7

g Report on Business, Globe & Mail, January 11, 1993.
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percentage points respectively) (appendix Table A.9). The employment opportunities for
university graduates, relative to the supply, fell in both recessions. This is observed in
the unemployment rate, which also rose in both recessions. However, it increased less
and attained a lower level in the 1990s recession (5.5% compared to 6.2%, table A.9).
The unemployment rate among university graduates remained substantially lower than

that for other education groups at the trough.

Thus, while there was a dramatic expansion in the employment of graduates, this
reflected to a great extent the increase in the underlying population...there were more
graduates to employ. It is also important to remember that education is a characteristic
of the person, not the job, unlike occupation or industry. Some of the rise in employment
could be a reflection of an increase in university graduates accepting jobs requiring
lower skills. It is not necessarily an accurate reflection of the change in demand in jobs

requiring a university education.

Overall the relative labour market position of university graduates was better in

the 1990s recession than during the 80s, but the difference was not dramatic.

At the other end of the spectrum, unemployment among the elementary educated
rose to higher levels in the 1990s recession (17% at the peak) than in the 80s (15.6%), and
the peak-to-trough rise was greater (5.7 and 7.2 percentage points). Furthermore, the
drop in the employment population ratio was greater than for any other group. The
position of the less educated deteriorates more than for other groups, and this was

particularly true in the 1990s recession.

Part 111 Adjusting the Unemployment Rate for the Changing Demographic
Composition of the Labour Force

In the analysis to this point both cumulative and point-in-time measures of

employment, unemployment and layoffs have been used. This section focuses on

unemployment rates alone, and uses only point-in-time measures. A number of
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observations regarding the peak to trough change in the unemployment rates in the

recessions have been made. Among them are the following:

(a)

(b)

(c)

In terms of both the level of unemployment as well as the peak-to-trough change,
youth unemployment is substantially lower in the current recession than the
previous one, while the reverse is true for unemployment levels of workers aged
25 or older.

In terms of both the level, and the peak-to-trough change, unemployment rates
of workers with only a primary education are substantially higher in the current
recession than the previous one, while this is not uniformly or as strongly the case
for better-educated workers.

Contrary to common press reports of a "white-collar" recession, there has been no
dramatic change in the relative unemployment rates of white- and blue-collar

workers across the last two recessions.

In addition, two other observations are evident in the charts which follow:

()

(b)

Women’s unemployment rates are substantially lower in the current recession
than the previous one, while men’s are only marginally lower.

While the "permanent layoff unemployment rate" is roughly similar in the last
two recessions, the temporary layoff unemployment rate is much lower, with the

percent of unemployed job losers on temporary layoff declining considerably.

What has caused the above changes? One possible class of explanations, which

we shall call "structural” or "compositional", argues the following:

First, it is well known that, in addition to the cyclical effects discussed at length

above, there exist large, persistent differences in the unemployment rates of different

demographic groups (in particular, higher rates among young, poorly educated, blue

collar workers and women). It is also well known that, over the period under
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consideration here, there were substantial secular shifts in the demographic composition
of the labour force along the above dimensions -- increasing education levels, a shift to
white-collar employment, an aging workforce, and increasing female participation rates.
To the extent that we interpret the long-run unemployment rate differences among
demographic groups as structural and not cyclical phenomena (resulting for example
from differences in search intensities, search costs, labour force attachment, etc.) this
raises the possibility that some or all of the phenomena noted above are caused simply
by changes in the demographic composition of the labour force. The declining
unemployment of the young, for example, may be largely "explainable" by their
increasing educational qualifications. Decreasing temporary layoffs may be largely a
result of the shift of the labour force into white-collar occupations, which rely less on
this particular adjustment mechanims, rather than to a change in the personnel practices
of firms regarding any particular class of workers. Likewise, the decreasing relative
unemployment rates of women might be largely "explained” by their increasing relative
educational qualifications, and the lack of any obvious change in relative unemployment
rates across occupations might not remain the case if we adjust for changing relative

qualifications and average ages of white- and blue-collar workers.

In this section we assess the relative importance of these "structural” factors in
explaining the changing patterns of unemployment noted above. The technique used
is to decompose the year-to-year change in unemployment rates of each demographic
group into the portion due to structural shifts (i.e. attributable to the changing
distribution of the labour force across demographic categories) and the remaining
portion, not thus explained. In particular, we proceed as follows: First; using annual
average data to minimize the measurement error likely to arise in some of the smaller
cells, we divide the labour force into 90 age/sex/education/occupation cells (3 age, 2
gender, 5 eduation and 3 board occupaton groups). For any given phenomenon of
interest, say our finding of decreasing youth (age 15-24) unemployment rates, and any
pair of years, we can then ask what fraction of the observed change in youth

unemploymeni' rates can be explained by the changing distribution of the youth labour
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. force across cells defined by the remaining demographic characteristics, i.e. education,

sex, and occupation. To answer this, question, note that in any particular year, the

overall youth unemployment rate can be expressed as:

URY=); xRY,

Where URY is the youth unemployment rate in sex/education/occupation cell

i, and x is the fraction of the youth labour force in cell i. One can then express the

difference in the youth unemployment rate between two years, t and T, as:

@

URY:'URY'.r:zi: X4y (URY;~URY;q) "’Zi: (X4.=X37) URY;y

+E (URY, ~URY,z) (X4,~X4y)
;|

The first of these terms is the portion of the change due to the change in within-

cell youth unemployment rates, the secont the portion due to the changing distribution

of the labour force across cells, and the latter an interaction effect.

Finally we shall define the adjusted youth unemployment rate in year "t" as:

URY{=URYT+2; Xyr(URY,,~URY,,)

Where the base year, T, is here simply the first year in our data set, 1977’

. \m arch 05 \recessé wp

The data, as mentioned, consists of monthly counts from all labour
force surveys from January 1977 to December 1992, which maintain a
consistent definition of unemployment, temporary vs. permanent
layoffs, etc. during this period. There were however two changes in
the demographic classification of workers that could affect our
results: a change in occupational classification in January 1984,
and one affecting education in January 1990. In the following






. Because it is based on the within-cell changes in youth unemployment rates only, URY,

gives us an estimate of the youth unemployment rate in year t that is purged of any
changes in the demographic composition of the youth labour force. More specifically,
it tells us what the youth unemployment rate would have been in year t had the
unemployment rates of youth in each sex/education/occupation category changed
exactly as they did, with the distribution of the youth labour force across these cells

however remaining the same as its was in 1977.

In what follows we apply the above decomposition in turn to changes in
unemployment rates by age, occupation, education and gender, as well as to the
distinction between temporary and permanent layoffs and the total unemployment rate
in the economy. Throughout the analysis (unless otherwise noted) unemployment rates
exclude new- and re-entrants to the labour force, because this group does not have an
occupation identifier in the Labour Force Survey data. In most cases (indeed except

. where noted) this makes little or no difference to the results, as the great bulk of the

unemployed are always job losers.

(i) Age.

Adjusted and unadjusted unemployment rates, disaggregated by age, are shown
in Figure A in the appendix (Corresponding actual numbers for this and all the
following figures are provided in the Appendix). Since adjusted youth unemployment

analysis we have adjusted the post-1984 occupation and post-199%0
education counts to be consistent with the earlier difinitions.
Full details are available from the authors; the key assumption
behind our methodology, however, is essentially that there was no
true change in relative unemployment rates by occupation (education)
between the last quarter of 1983 (1989) and the first quarter of
1984 (1990). Given that both these periods were ones of relatively
stable overall employment, and that changes in relative, as opposed
to total unemployment rates tend to develop quite slowly, this
assumptions seem quite reasonable. Indeed a very dramatic change in
the demographic distribution of unemployment would have had to occur
within each of these six-month periods to have any significant

impact on the current results.
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rates, particularly in recent years, are as much as a full percentage point higher than
unadjusted, Fugure A(1) implies that some, but by no means all, of the recent decline
in youth unemployment rates across the two recessions can be "explained" by increasing
education levels and perhaps some occupational shift among young workers. Still, even
the adjusted youth unemployment levels, as well as the peak-to-trough change, are lower
in the more recent recession, indicating a declining probability of being unemployed for

youth of given sex and occupation, with fixed educational qualifications.

Tables A(ii) and (iii) show adjusted and unadjusted unemployment rates for
middle-aged and older workers. In contrast to young workers, rather than "explaining”
the temporal change in the unemployment rates of these workers, the adjusted numbers
in these tables actually show a greater change (this time an increase) in unemployment
among older workers than in the raw numbers. The reason of course is again likely the
increasing educational qualifications of the these workers and their shift into occupations
with historically lower unemployment rates. In contrast to the aggregate numbers, the
adjusted unemployment rates for these two age groups are at least a full percentage point

higher in the last recession than the previous one.

(ii) Occupation.

Raw and adjusted unemployment rates for our three broad occupation groups are
shown in Figure B. In these figures, the adjusted numbers tell quite a similar story to
the unadjusted ones, with much higher unemployment rates and much greater
peak-to-trough increases in unemployment for blue-collar workers than the other two
groups, but no dramatic change in the relative unemployment rates of these groups
across recessions. Some more subtle points are, however, worth noting. First, as is
generally the case, particularly in the more recent recession, the adjusted unemployment
rates are higher than the unadjusted, indicating that the latter again understate the
severity of the recent recession. This is particularly the case for blue-collar workers,
whose unadjusted unemployment rates are about the same in both recessions, but whose

adjusted rate is more than a full percentage point higher in the last recession than the
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previous one. Finally, while not a dramatic change, it is true that both the adjusted and
unadjusted unemployment rates of Professional/ Technical Occupations were higher in
1992 than in any previous year in our data, despite strong employment growth for this
group. One might interpret this as some small support for the popular perception of a

"while collar" recession.

(iii) Education

Figure C gives adjusted and unadjusted unemployment rates for workers in each
of five LFS education categories. Interestingly, rather than "explaining” the increase in
unemployment among very poorly-educated workers, Figure C(i) shows that controlling
for other demographic characteristics actually makes this increase even greater.
Specifically, the likelihood of being unemployed, due to losing or leaving a job, of a
worker with primary school education of given age, sex and occupation rose from 11.8%
at the trough of the earlier recession (1982) to 14.6% at the trough of the current one.
Effects of controlling for demographics are (in some cases substantially) less dramatic
for other education groups. Finally, of some interest given its relation to the above
results of professional/technical occupations, it is worth noting that both adjusted and
unadjusted unemployment rates for university graduates, while still far below those of

all other education groups, were higher in 1992 than in any previous year in our data.

(iv) Gender

Figure D presents raw and adjusted unemployment rates by gender which, unlike
the other Figures in this section, include new- and re-entrants to the labour market®.
Interestingly, comparing either peak-to-peak (1981-89) or trough-to-trough (1983-92) these
figures show a significant secular decline in women'’s unemployment rates, in contrast

to a peak-to-peak (1979-89) increase and much smaller trough-to-trough (1983-92)

We include these figures for the case of gender since it this is the
only case where dropping entrants materially affects the results.
Since entrants do not, in the LFS, have an occupational affiliation,
the adjusted numbers in Figure D do not correct for changes in the
occupational composition of the male or female work force.
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decrease for men.

What explains this decline in women’s unemployment rates, relative to men'’s
across the two last recessions? The adjusted numbers in Figure D indicate that one
important factor is indeed the changing demographic composition of the femal labour
force: controlling for demographic characteristics reverses the trough-to-trough decline
and essentially elimiates the peak-to-peak decline as well. Since occupation is not
controlled for here and the female work force is likely aging at much the same rate as
the male, the dominant factor here is surely increasing educational qualifications of
women. Figure E, which excludes entrants from the unemployment rate, suggests
another factor as well even the raw numbers in this figure show a small peak-to-peak
(1981-89) increase in female unemployment, from 5.05 to 5.19 percent, with the adjusted
numbers showing a bigger increase (5.10 to 5.56%). Thus a large portion of the decline
in women’s unemployment rates appears to involve a decline in entrant- and re-entrant

unemployment.

(v) Temporary versus Permanent Layoffs

Figure F(i) shows adjusted and unadjusted values of the "permanent layoff
unemployment rate", defined as the number (PERMLAY) of unemployed individuals
who lost (rather than left) their last job for reasons other than temporary layoff,
expressed as a percentage of the number of employed plus PERMLAY. Figure F(ii)
presents an analogous series for temporary layoffs. As expected, especially in recent
years the adjusted numbers are higher than the unadjusted, reflecting the general
movement of the labour force into occupation, age, and educationcategories which are
historically less prone to layoffs. Figure F(ii) also indicates that at least some, but not all
of the recent decline in temporary layoffs can be explained by this demographic and
occupational shift. However, since controlling for demographics also raises the
estimated permanent layoff rate, it has virtually no effect on the estimated relative
importance of permanent and temporary layoffs shown in Figure F(iii). According to

these calculations, then, it appears that the recent change in the composition of layoffs
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from temporary to permanent is not an artifact of the changing age, sex, education or
occupational distribution of the labour force. While one would like "tighter"
demographic controls, (as well as industry controls, to be examined in future work) this
certainly adds somewhat more credibility to the notion that a historical change in firms’

personnel policies may be at work here.

(vi) Total Labour Force

It is of course possible (and indeed probably more familiar to most readers) to
apply the above kinds of decomposition analysis to population as a whole, rather than
a particular subgroup. The results of this exercise are shown in Figure G. As has been
noted before, according to the raw unemployment numbers, economy-wide
unemployment at the trough of the more recent recession (1992) is less severe (at 8.54%,
exluding new and re-entrants) than at the trough of the earlier one (1983; 9.09%). The
basic message of Figure G is that this is nof true if, rather than comparing aggregate
unemployment rates, we ask what has happened, on average, to the probability that a
worker with fixed age, education, occupation and sex is unemployed. This probability,
at 9.97 percent excluding new- and re-entrants, is higher in 1992 than 1983 (9.60%).
Perhaps it is this fact, combined with the fact that unemployment rates of certain groups
with historically low unemployment rates (university-educated, professional-technical
workers, as well as workers over 45 years of age) is at an all-time high in our data,a nd
combined also with the longer duration of the current recession, that explains the
common current popular perception that, despite what the aggregate numbers say, the

current recession is somehow more severe than the last.

Conclusion

Although at the trough all indications point to a shallower recession in 1990-92,
the duration was such that cumulatively, the effects on the labour market were probably
greater during this contraction than was the case in the 1981-82 recession. Furthermore,
while the aggregate unemployment rate was lower at the '92 than the ‘82 trough, after
controlling for demographic background the probability of being unemployed (for an
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individual with a particular age/education/sex) was higher.

There is some evidence that for the economy as a whole, there was increased use
of permanent layoffs (relative to temporary) in the 1990s recession, when compared to
the 1980s. This resembled the pattern observed in the U.S. economy over the recent
recession. The timing of temporary and permanent layoffs is significant. Following an
initial rise in temporary layoffs early in the recession, firms in manufacturing turned to
permanent layoffs. This may be because: (1) they recognized the prolonged nature of
the recession, (2) restructuring late in the recession resulted in more job loss originating
with plant or firm closures, or a permanent change in the business features of firms,
leading to permanent job loss, or (3) late in the recession firms ... even if they were not
in decline ... turned to permanent layoffs in order to reduce labour costs, raise labour
productivity and improve their competitive position. The latter two possibilities could

apply to both manufacturing on service sector firms.
The pattern of temporary and permanent job loss over the recession - with the
former rising early in the recession and then receding while permanent layoffs rose -

would support any of these possibilities.

The concentration of the labour market effects of the recession ... as indicated by

cumulative employment loss in particular ... changed dramatically for some groups. It
is well known that the recent recession was more concentrated in Ontario and
manufacturing, but the extent of the concentration was perhaps surprising. The regional
distribution of recessionary effects were dramatically different from those observed in
the 81-82 recession, with Alberta and B.C. and to a lesser extent New Brunswick

escaping much of the adverse labour market effects (relative to central Canada).

As for the assertion that this a "white collar” recession (as in the U.S.), the lower
skilled segment of the white collar workers (clerical and service workers) did indeed

experience more severe labour market conditions than in the 80s recession, but this was

\march.05 \recessb wp






. offset by strong employment growth among professionals and to a lesser degree
managers ... generally the more highly skilled white collar workers. Technological
change and a drive for productivity gains may have negatively affected clerical and
service workers. Nonetheless, the bulk of the employment loss and unemployment

resulting from the recession remained firmly concentrated among blue collar workers.
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Appendix A

Job Losers:
The "job losers" data normally published by the LFS for a given month is a stock

count of the number of persons currently unemployed and who became unemployed
following the loss of a job (which could have occurred at any time in the past, not just
during the current month). Ideally, however, one would like to focus on the number of
job losers in a particular month; i.e. the flow not the stock count. This was
approximated in the following by selecting in each monthly survey only those job losers
with a duration of unemployment of four weeks or less. Estimates were generated
separately for "temporary layoffs" and "other job losers’, the latter being an

approximation of permanent layoffs.

This proxy for monthly layoffs is an underestimate of the total number of layoffs,
because it excludes persons who were laid off and found a new job immediately, as well
as job losers who left the labour force. In addition, it is known that the Labour Force
Survey misclassifies a significant number of temporary layoffs as permanent. Finally,
seasonal layoffs are considered to be permanent in the LFS. even if workers expect to
return to the same employer in the following year. Despite these deficiencies, the LFS
series is a useful indicator. Chart A.1 illustrates the extent to which this indicator tracks
a series based on administrative data. (see Worker Turnover in the Canadian Economy,
Statistics Canada Catalogue 71-539 for a more detailed description of the administrative

data series).

Hirings:

The hirings data is an experimental data series never previously published by
Statistics Canada. Itis a count of the number of hirings during the period between the
LFS reference weeks (normally the week containing the 15th), and hence is also a flow.
It is obtained as the difference of two cross-sectional estimates, namely the estimate of

the number of persons who started a job in the current or previous month, as obtained
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Chart A.1 Comparison - Admin Layoffs and LFS Job Losers
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. from the current month’s survey, minus the estimate of the number of persons who
started a job in the previous month, obtained from the previous month’s survey. This
awkward method of estimation is necessitated by the fact that the LFS only collects the
starting month of a new job and not the date. As a result, it is not possible to determine
directly which hirings reported as having occurred in the previous month came after that

month’s reference week.

The hirings are higher than those from administrative-based data for a number
of reasons, among them the fact that seasonal returns as well as some returns of
temporary layoffs (those mistakenly classified as permanent) are counted as hirings. In
addition, the LFS series includes hirings to non-insurable jobs, but excludes hirings to
second jobs. It can be seen from Chart A.2 that the two series track reasonably well,
although there are some notable differences with respect to the 1980-1983 period that

reflect deficiencies in the two series.
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Taliah PEAK-TROUGH INDICATORS OF LABOUR MARKET CHANGE, BY OCCUPATION
UNEMPLOYMENT RATE EMPLOYMENT
" RATIO: T/P RELATIVE LEVEL  RATIO:T/P  RELATIVE
P-T CHANGE' | (Thousand) P-T
- CHANGE'
Occupation 81.82 90-92 8182 90.92 8182 9092 | 8182 90-92 8182 90.92 81.82 90.92
PEAK TROUGH PEAK TROUGH PEAK PEAK
% % % % .
Management, Admin 20 49 33 6.1 248 189 141 123 | 900 1640 098 100 104 104
Professional 15 6.4 36 58 182 162 103 105 | 1730 2146 099 105 104 108
Clerical 56 10.5 6.4 10.0 186 157 105 102 | 1954 2128 094 092 099 095
Sales 48 9.4 6.1 9.7 196 158 111 103 | 1161 1233 094 099 099 1.03
Sarvid 93 142 88 14.1 153 161 087 105 | 1484 1703 100 097 105 100
Fish/Forestry/Mining 7.3 13.2 9.0 13.9 181 154 103 100 || 688 592 089 097 094 099
Proc/ Frabric/Mat. 8.1 17.2 7.4 159 213 215 121 140 { 1701 1701 086 087 091  0.89
Handling
Mach/Constr Oth 9.4 207 116 203 222 175 126 114 | 107 1147 08 08 090 086
Crafts :
Transportation 6.4 145 72 14.1 228 195 129 127 | 452 476 085 090 090 093

* The ratio of the T/P change for the occupatlon dlvided by that for the economy as a whole.
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Table A.2 CUMULATIVE PEAK-TROUGH INDICATORS OF LABOUR MARKET CHANGE, BY OCCUPATION
EMPLOYMENT UNEMPLOYMENT
Cumulative Loss/Empl. at ~ Cumulative Loss Cumulative Increase/Labour fc.  Cumulative Increase
Employment Peak as Share of Total Increase in at Peak as Share of Total
Loss (%) Unemployment (%) (%)
Occupation 81-82 90-92  81-82 90-92 81-82 90-92 81-82 90-92 81-82 90-92 81-82 90-92
Management 38 -85 0.04 -0.05 | 52 -2.5 i 333 0.08 0.20 28 83
Admin
Professional 82 -753 0.05 -0.35 2.6 219 201 420 o1 0.19 7.5 10.4
Clerical 412 1086 0.21 0.51 13.2 316 528 433 0.26 0.19 200 10.8
Sales 173 203 0.15 0.16 5.5 5.9 187 313 0.16 0.25 6.9 78 .
Service 65 555 0.04 0.32 21 16.1 468 540 0.29 0.29 17.4 134
Fish/Forestry/ 125 -29 0.18 -0.05 4.0 -0.85 164 202 0.23 0.31 6.1 5.0
Mining
Proc.Fab/Mat 97 1407 0.57 0.83 30.8 40.9 534 994 0.29 052 198 247
Handl.
Mach/Constr. 774 957 0.72 0.83 247 278 393 699 0.33 0.54 146 17.4
Transportation 497 99 1.09 0.21 159 29 135 95 0.29
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Table A.3 PEAK-TROUGH INDICATORS OF LABOUR MARKET CHANGE, BY PROVINCE
UNEMPLOYMENT RATE EMPLOYMENT

RATIO: T/P  RELATIVE LEVEL RATIO:T/P  RELATIVE

P-T CHANGE' || (Thousand) | P-T CHANGE'

Provinces 81-82 90:92 81-82 9092 8182 90-92 || 8182 9092 81.82 90.92 81-82  90-92

PEAK TROUGH PEAK TROUGH PEAK PRAK
% % % %

NELD 124 19.6 16.1 206 158 128 09 08 | 18 204 093 05 098 093
PEL 1.1 14.3 13.2 17.9 129 136 073 089 47 56 094 093 099 09
N.S. 9.5 143 10.0 13.7 151 138 08 08 | 326 38 095 093 100 0%
N.B. 106 148 114 133 140 116 079 - 076 § 253 292 094 098 100  1.02
QUE 9.9 15.1 9.3 135 152 145 086 094 | 2745 3087 093 095 098 099
ONT 63 12.2 49 11.6 194 238 110 154 || 4195 5012 095 093 100 0.9
MAN 5.3 10.7 6.6 10.0 202 152 115 098 | 462 509 097 094 102 097
SASK 4.2 7.3 6.8 9.1 174 133 099 08 | 430 452 098 09 104 099
ALTA 34 107 65 100 315 15 179 101 [ 1159 1234 095 101 100 104
BC 5.9 14.4 7.7 10.9 244 142 138 092 | 1276 1467 092 103 097  1.06
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Table A4 CUMULATIVE PEAK-TROUGH INDICATORS OF LABOUR MARKET CHANGE, BY PROVINCE
EMPLOYMENT UNEMPLOYMENT

Cumulative Loss/Empl. at Cumulative Loss Cumulative Increase/Labour fc.  Cumulative Increase

Employment Peak as Share of Total Increase in at Peak as Share of Total
Loss’ (%) Unemployment’ (%) (%)

Provinces 81-82 90-92  81-82 90-92 81-82 90-92 81-82 90-92 81-82 90-92 8182 90-92
NFLD 59 64 0.32 0.21 29 2.1 47 69 19 1.8 22 1.6
P.EL 4 14 0.09 0.26 2 [ 08 2 22 0.4 26 0.1 0.5
N.S. 67 66 0.21 0.17 3.3 21 60 9 1 Ne 22 27 2.1
N.B. 51 41 0.20 0.14 2.5 123 75 3 25 0.9 34 0.8
QUE 757 783 0.27 0.25 374 253 | 365 928 152 29 16.7 21.6
ONT 540 2184 0.13 0.43 267 705 690 2309 2.4 9.1 s 53.6
MAN 37 161 0.08 0.32 18 52 80 108 31 30 3,7 2.5
SASK 21 52 0.05 0.11 1.0 11474 43 41 2.3 1.2 20 0.9
ALTA 189 -61 0.16 -0.05 94 -20 417 323 102 38 19.0 7.5
BC 299 -207 0.23 -0.14 148 6.7 409 379 52 31 18.7 88

Person-Quarters, in thousands
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Table A5 PEAK-TROUGH INDICATORS OF LABOUR MARKET CHANGE, BY INDUSTRIAL SECTOR
UNEMPLOYMENT RATE EMPLOYMENT
RATIO: T/P RELATIVE LEVEL RATIO: T/P RELATIVE
P-T CHANGE' (Thousand) P-T CHANGE'
Industry 81-82 90-92 81-82 90-92 8182 9092 81-82 90-92 8182 90-92 81-82 90-92
PEAK TROUGH PEAK TROUGH PEAK PEAK
% % % %
Primary 6.9 122 20 120 1.77 1.52 1.00 0.99 822 706 087 097 0.92 1.00
Manufacturing %1 15.4 71 128 217 1.79 1.23 L7 2144 2143 085 0.83 0.90 0.86
Construction 122 24.0 12.0 239 1.97 1.9 1.12 1.29 654 808 085 0.84 0.90 0.86
Distributive Services 5.0 9.5 5.1 2% 1.89 1.7 1.08 117 1407 1506  0.95 0.94 1.00 0.97
Business Services 4.0 9.0 44 8.3 2.2% 1.89 1.29 1.23 1045 1454 097 098 1.02 1.01
Consumer Services 8.2 13.9 8.7 12.8 1.70 1.47 0.96 0.96 2604 3197 098 0.99 103 - 102
Public Services k) 6.1 42 5.9 1.57 1.39 0.89 091 | 2393 2904 104 1.03 1.09 1.07
£ The ratio of the T/P change for the industry divided by that for the economy as a whoie.
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Table A6 CUMULATIVE PEAK-TROUGH INDICATORS OF LABOUR MARKET CHANGE, BY INDUSTRIAL SECTOR
EMPLOYMENT ’ UNEMPLOYMENT
Cumulative Loss/Empl. at Cumulative Loss Cumulative Increase/Labour fc.  Cumulative Increase
Employment Peak as Share of Total Increase in at Peak as Share of Total
Loss’ (%) Unemployment’ (%) (%)
Industry 81-82 90-92 81-82 90-92 81-82 90-92 81-82 90-92 81-82 90-92 . 81-82 90-92
Primary 291 -55 0.35 -0.08 13 -1 149 158 0.17 0.21 6 4
Manufac. 1247 3172 0.58 1.48 54 72 582 885 0.25 0.38 21 21
Construction 329 834 0.50 1.03 14 19 289 818 0.39 0.93 1 19
Dist. Serv. 329 678 0.23 0.43 14 15 301 514 0.21 0.32 11 12
Bus. Serv. 6 -38 0.01 -0.02 1 -1 245 423 0.2 0.28 9 10
Consumer Serv. 269 271 0.10 0.08 12 6 881 977 0.31 - 028 32 24
Public Serv. -144 -450 -0.06 -0.15 6 -10 27 338 0.10 0.11 10 8
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Table A7 PEAK-TROUGH INDICATORS OF LABOUR MARKET CHANGE, BY AGE
UNEMPLOYMENT RATE EMPLOYMENT
RELATIVE EMP/POP RATIO: T/P RELATIVE

RATIO-T /P P-T CHANGE RATIO P-T CHANGE

Age 81-82 90-92 81-82 90-92 81-82 90-92 81-82 90-92 8182 9092 8182 90-92
PEAK TROUGH PEAK TROUGH PEAK PEBAK
% % % % ,

15-24 128 21.1 110 18.9 1.66 1.71 0.94 1.12 59.3 628 0.878 0837 0939 0.890
25-34 6.5 12.6 7.7 126 1.94 1.63 1.10 1.06 75.2 79.1 0933 0928 0997 0.987
35-44 4.8 9.4 6.0 9.8 1.94 1.65 1.10 1.08 76.5 81.2 0956 0946 - 1.021 1.007
45-54 4.5 8.8 5.2 8.6 12 1.67 1.12 1.09 71.0 753 0953 0981 1.018 1.044
55-64 4.3 8.6 55 10:1 1.98 1.83 1.13 1.20 513 47.6 0.938 0924 1.002 0983

\merch 25\ tebles
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Table A.8

CUMULATIVE PEAK-TROUGH INDICATORS OF LABOUR MARKET CHANGE, BY AGE

.'

A. Adjusted for Change in Population™

EMPLOYMENT UNEMPLOYMENT
Cumulative Loss/Empl. at Cumulative Loss Cumulative Increase/Labour fc.  Cumulative Increase
Employment Peak as Share of Total Increase in at Peak as Share of Total
Loss’ (%) Unemployment’
Age 81-82 90-92  81-82 90-92 81-82 90-92 81-82 90-92 81-82 90-92 81-82 90-92

15-24 1446 2869 0.54 11O 50 45 r 728 1086 024 0.40 37 27
25-34 698 1879 0.22 0.51 24 29 611 1266 0.18 0.32 31 32
35-44 276 953 0.13 0.29 9 15 325 762 0.14 0.22 16 19
45-54 219 232 0.13 0.11 8 4 207 567 0.11 0.26 11 14
55-64 255 487 0.23 0.44 8 8 122 316 0.11 0.27 6 8

Population is

changing rapidly in some cohorts (e.g. declining among 15-24 year olds, Increasing rapidly among 45-54 year olds), and this influences
employment change. The cumulative count were adjusted by excluding the impact of population change on employment and unemployment. These figures
represent the cumulative change in employment if population for each age group had remained constant over the contraction. The adjustment conslsted of
subtracting that portion of employment change due to population change each quarter.

B. Not Adjusted for Change in Populatlon

15.24 1743 3714 065 1.54 73 76 686 1021 022 039 34 24
25.34 455 1807  0.15 0.49 19 37 633 1270 0.19 032 31 30
35.44 470 124 008 004 7 3 359 853 0.15 024 17 - 5
45.54 220 2945 013 -0.45 9 19 206 702 0.11 033 10 17
55.64 139 433 0.13 0.39 6 9 127 322 0.1 0.28 6 8

Person-Quarters, in thousands
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Table A9 PEAK-TROUGH INDICATORS OF LABOUR MARKET CHANGE, BY EDUCATION
UNEMPLOYMENT RATE EMPLOYMENT
LEVEL RATIO: T/P  RELATIVE P/T EMPL/POP RATIO: T/P  RELATIVE P-T
CHANGE" RATIO * CHANGE'
Education 81-82 90-92 81-82 90-92 8182 90-92 || 8182 90-92 8182 9092 8182 9092
PEAK TROUGH PEAK TROUGH PEAK PEAK
% % % %

Primary 8.4 15.6 11.3 17.0 1.85 1.51 1.05 0.98 40.7 321 0870 0861 0932 0920
Secondary 8.4 147 8.8 14.0 1.76 1.60 1.00 1.04 61.7 618 0913 0887 0978 0.947
Some post- 6.3 12.0 7.0 120 1.90 1.72 1.08 1.12 68.2 69.1 0917 0940 0982  1.004
sccondary .
Post secondary 4.4 9.1 Gl 9.6 2.05 1.87 1.16 1.22 739 766 0944 0946 1.011 1.010
certificate/diploma
University degree 28 6.2 33 5.5 223 168 1.27 1.09 823 839 0962 0955 1031 1.010

\march B3\ tablesn

The ratio of the T/P change for the education level divided by that for the economy as a whole.
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