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INTRODUCTION

In recent years there has been growing concern about Canada’s inability to make
full use of its labour force potential or to bring levels of unemployment down to
those found in most other industrialized western nations or, indeed, in Canada less
than a generation ago. Since the beginning of the 1970s, despite a period of pro-
nounced buoyancy with record rates of increase in real output, per capita real
incomes, consumer demand, and employment, our seasonally adjusted unemploy-
ment rate has remained persistently above S per cent. This has occurred even
though massive investments were made during the 1960s in education, health,
manpower, and regional incentive programs in order to raise the quality of the
labour force, meet the demand for new skills, and treat pockets of unemployment
selectively and directly. If this has been the situation in times of high economic
activity, then in periods of pause and uncertainty such as are being experienced
we can expect to face more serious difficulties.

At the same time, the indicators that normally monitor Canada’s economic per-
formance have given ambiguous readings. Historically, price increases and unem-
ployment rates have moved in opposite directions as business activity surges and
slackens. But since 1970 they have frequently moved in the same direction, raising
the issues of inflation and high unemployment simultaneously. Are traditional mea-
surements no longer adequate? Or have there been developments in our labour
market that have basically altered employers’ hiring decisions or the responsiveness
of workers to jobs? And if labour market conditions have changed, is this situation
likely to persist into the 1980s?

It was against this background that the Economic Council of Canada announced
in December 1972 that it would undertake a comprehensive study of the workings
of the Canadian labour market, including, but not limiting itself to, an appraisal of
unemployment in the full sense of idle human capacity and the economic hardship
that accompanies it. It was recognized, of course, that the overall labour market
is composed of a number of fairly separate individual labour markets determined
by factors such as occupation, location, market conditions, and personal cir-
cumstances.
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In establishing the terms of reference for the study, the Council agreed that
research should focus on the dynamics of the labour market and that the overall
study should include a review of the structure and character of the Canadian labour
force and unemployment in recent years; an analysis of the impact of selected gov-
ernment programs and policies on individual or group decisions to work or not to
work; and an analysis of the workings of the labour market, including how im-
balances between the supply of, and demand for, certain types of labour might be
overcome.

This report is grouped into two parts. The first part summarizes the main find-
ings of our research and presents the conclusions and recommendations of the
Council on various issues, in line with the need to remove obstacles to the more
efficient and humane functioning of the Canadian labour market. The recom-
mendations cover the following areas of concern: statistical information on labour
market activity and incomes; unemployment insurance and manpower services; the
direct creation of employment; problems of special groups; and industrial relations.
The second part of the report contains the analysis from which the findings were
drawn and on which the recommendations were based. It begins with a description
of recent developments in the labour market and then goes on to examine the
overall flow of men and women into and out of employment and the turnover of
personnel in different industries. Selected wage issues are discussed, and the rela-
tionship between unemployment and inadequate earnings is examined. There is also
an appraisal of government programs and services designed to return unemployed
workers to employment or provide income support when work is not available. The
analysis reports on assessments of the work aspirations of new and established
employees and of how changing values are reflected in the search for employment,
the demands in collective bargaining, and the response of employers. It also sug-
gests alternative ways of measuring unemployment and interpreting labour statistics
with a view, on the one hand, to identifying the real effects of employment and
unemployment on individuals and families and, on the other hand, to gauging more
realistically how fully the economy is using its labour potential at different times.
Finally, it sets out the results of certain simulations in an attempt to determine the
labour force implications for the different age-sex groups associated with several
possible future economic scenarios. Methodological considerations and more
detailed statistical information are found in the appendixes.
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The unemployment
issue

SUMMARY OF THE STUDY

This summary highlights the findings of our study on the dynamics of labour market
activity in Canada. Our work has focused mainly on the supply aspect of
the labour market and on its internal structure. While changing demand factors are
of critical importance to the movement of the aggregate unemployment rate, we
traditionally examine these phenomena and consider their implications for the
medium term in our Annual Reviews. What has concerned us has been the
apparent upward drift of the unemployment rate at peak demand, when the
economy is harnessing all of its human and material resources and initiative at
capacity output, and of course the high levels of unemployment when demand
subsequently slackens.

Because work is not performed in isolation from family considerations, or from
the changing role and expectations of women and young people, many labour
market issues involve more than economic questions, and many are interrelated.
It is not possible always to isolate the economic from the social or institutional.
We believe, however, that our findings, taken overall, do help to increase our
understanding of many significant issues.

General Developments

Since 1961, employment in Canada has increased by 50 per cent —a rate sub-
stantially higher than that of any other western nation.

Despite this expansion and several years of strong aggregate demand, the mini-
mum annual rate of unemployment rose from 3.6 per cent in the 1960s to over
5 per cent in the 1970s, and, in periods of slack demand such as experienced
recently, the unemployment rate exceeded 7 per cent.

Traditionally when unemployment increases, there is a corresponding decrease
in the demand for workers, as indicated by the Help Wanted index and the
number of job vacancies. But, during the early 1970s, job vacancies climbed
significantly without much moderation in the unemployment rate.
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Chart 2-1
Seasonally Adjusted Unemployment Rate, 1953-75
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Source Based on data from Statistics Canada.

To achieve a stipulated reduction in unemployment today would require a
much greater increase in aggregate demand, accompanied by inflationary pres-
sures, than was necessary a decade or so ago. By the same token, to effect a
stipulated easing in the rate of price increase would now require proportionately
greater sacrifices in terms of idle human capacity.

Despite the recent slackening in output, Canada’s rate of real growth averaged
5 per cent annually over the last ten years. However, most of this was due to
employment growth rather than productivity increases.

Since 1963 Canada’s growth in output per man-hour has been consistently
lower than that of all other OECD countries, except the United States. Measured
unemployment in Canada has exceeded the rates in all other OECD countries, with
the exception of the United States, in recent years.
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General Developments 7

The higher unemployment rate partly reflects the high degree of job seasonality
and the substantially higher turnover rates in Canada than in all other 0ECD coun-
tries. Apart from their counterparts in the United States, Canadian employers have
fewer restrictions in collective agreements or legislation limiting their freedom to
hire or lay off workers than do their European counterparts.

Between 1961 and 1974 male employment increased by 36 per cent; female
employment, by 89 per cent. Employment of young people 14 to 24 years of
age rose by 91 per cent.

Overall, half the increase in total employment since 1961 has been in the
service industries, including financial institutions, and in the retail and wholesale
trades; one-third has been in manufacturing. The share of total employment
accounted for by manufacturing and by the primary industries declined in this
period. Occupationally, nearly two-thirds of all employment growth since 1961
has occurred in the office, professional, and sales and service jobs.

In particular, agriculture’s share of employment has declined — from 18 per cent
twenty years ago to about 5 per cent today. Only half of all farm operators now
identify farming as their major source of income; indeed, until recently, income from
non-agricultural activities accounted for close to 60 per cent of farm family earnings.

Part-time employment as a proportion of total employment has roughly trebled
since 1953, involving 25 per cent of employed women and 6 per cent of employed
men.

Among the regions, from 1953 to 1974, British Columbia and Ontario led
the way in employment growth, with British Columbia averaging nearly three
times the rate of growth experienced in the Atlantic provinces. For most of the
period, employment growth in Quebec, and until very recently in the Prairies,
failed to match the rate of expansion in Ontario.

Real domestic product per person employed, measured in 1961 dollars, increased
from almost $6,000 in 1961 to over $8,000 in 1974. Hence a demand stimulus
one-third higher, in real terms, than fifteen years ago would now be required to
create the same amount of employment.

Four factors on the supply side have contributed to the 3.3 per cent average
annual increase of the labour force in Canada since the early 1960s: the increase
in the working-age population resulting from the postwar “baby boom”; the flow
of immigrants who have traditionally accounted for 20 to 35 per cent of labour
force growth; the decline in emigration from Canada since 1968; and the growing
propensity of women of all ages to work. In 1973 and 1974, more than one-third
of the substantial labour force growth could be attributed solely to increases in
the participation rates of young people and women.

One of the effects of the baby boom was to increase the annual labour force
growth rate from roughly 1 per cent annually in the 1950s to well over 2 per cent
in the late 1960s and early 1970s. This represents an increase each year in the
number of young people leaving school and seeking work for the first time, from
less than 60 thousand a generation ago to around 200 thousand today.
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Participation rates for young workers (14 to 24 years old) declined from the
early 1950s to the late 1960s as a result of the greater emphasis on education.
Since then, however, the rates have increased sharply, and more than a quarter
of the labour force is now in the 14-24 age group. A surprising number — over
20 per cent — are full-time students, most of whom hold part-time jobs during
the school term.

Canada has traditionally absorbed more immigrants per capita than any other
western nation, except Israel. Between 1961 and 1971 over 1.4 million immigrants
entered Canada. But, during the same period, 800 thousand Canadian residents
emigrated. Since then, between 120 and 220 thousand immigrants have entered
Canada each year and about 50 thousand persons have emigrated annually.
About half of all immigrants enter the labour force.

The female labour force has grown by about 5 per cent annually compared
with 2 per cent for males. Many factors have contributed to this remarkable
change in the role of women. Their rising educational levels, their exercise of
more choice in matters of family planning, the changing industrial and occupational
requirements, and the employment opportunities accompanying urbanization, have
enabled more women to seek full-time or part-time jobs and remain in the labour
force. As well, changed perceptions of their role as contributors to the support
of their families has led more and more married women to take full-or part-time
jobs. Today about 60 per cent of all the women in the labour force are married,
compared with 10 per cent thirty-five years ago.

The annual increases in female participation rates have shown definite cyclical
trends. In general, more women tend to seek out jobs during years of strong
economic growth and, while fewer enter the labour force in slack years, fewer
withdraw.

In line with the greater numbers of women in the labour force, their relative
share of unemployment has also risen. The unemployment rate for women averaged
6.4 per cent for 1975. Women currently account for more than one-third of the
labour force and about 32 per cent of unemployment.

Similarly, among young people aged 14 to 24, unemployment rates in 1975
averaged 10 per cent for females and about 15 per cent for males. Young
people account for half of all unemployment but only one-quarter of the labour
force — an indication that many are seeking work for the first time, more readily
accept part-time or part-year work without too much concern for job security,
or voluntarily leave the jobs they hold in search of a more rewarding career.

Labour Market Flows

In any real life situation there is a continuous process of turnover as workers
quit, are laid off, retire, and enter, or withdraw from, the market. There is also
a parallel process on the job side, as employers initiate and terminate jobs,

Immigrants

Women

Unemployment among
women and youth
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Labour Market Flows 9

The overall patterns

integrate production, and go into, or out of, business. The complexities inherent
in these processes and flows are enormous and, while they are necessary ac-
companiments of the healthy development of a growing economy, they offer no
assurance of a quick or efficient matching of unemployed workers with vacant
jobs.

At any given time in 1975, over 10 million Canadian residents were employed
or looking for work. But not all were in the labour force for a full year, and
another 2.5 to 3 million worked some time during the year. Of the approxi-
mately 13 million total participants, possibly 5 million or more changed jobs,
entered or left the labour force, or experienced unemployment at least once
during the year.

Using 1972 flows as an example, a net increase of almost 0.3 million was
added that year to an original labour force of 8.7 million. But, during the year,
there were 2.5 million moves from outside the labour force into employment
and 0.5 million moves from outside the labour force into unemployment; these
flows were offset by reverse flows of 2.7 million and 0.2 million, respectively.
In addition, there were net external population flows into the labour force of
0.2 million as a result of children maturing, or immigration, emigration, and
deaths. Overall there were about 4.5 million individual movements into employ-
ment and a comparable number out of employment.

A significant element in labour market flows is seasonality. For example, the
number of students holding jobs increased to 910 thousand in July. A substantial
flow from employed to outside the labour force took place between August and
September. An opposite seasonal pattern occurs among women aged 25 to 64.

In September 1972, with the recommencement of school, net employment
dropped by 390 thousand. Included in that figure were at least 844 thousand
job separations, with 732 thousand persons leaving the labour force and 112
thousand becoming unemployed. On the other hand, there were 454 thousand
new hirings, of which 300 thousand persons came from outside the labour force,
138 thousand from the ranks of the unemployed, and a net of 16 thousand from
a change in the working-age population. By the next month, net employment
was up by 14 thousand, and there was only a modest change in the numbers re-
ported unemployed. But, along the way, over 300 thousand persons had quit
their jobs or been laid off, and 300 thousand had been hired.

Of those Canadians identified as having moved in and out of the labour force
during 1975 and having worked only part of the year, about one-third were
males and two-thirds were females. Where the net reported participation rates
for men and women aged 14 and over averaged about 78 per cent and 41 per
cent, respectively, over the recent past, the actual rates of participation of those
in the labour force some time during the year were closer to 88 per cent for
men and S8 per cent for women.

On this basis, if all persons employed some time during the year were con-
sidered employed for a whole year, there would be about 113 men and 144
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women working some time in the year for every 100 men and 100 women
reported active on a month-to-month basis in the Labour Force Survey.

This changes our perception of unemployment. Take a relatively buoyant
year with, say, 5 per cent aggregate unemployment, calculated on a month-to-
month basis. If, instead, one were to measure unemployment on an annual basis,
one would find that one out of six Canadians working full-time or part of the
year — 20 per cent of the men and 14 per cent of the women — becomes unem-
ployed some time during the year. The proportions are particularly high for
young people under 25 years of age. Close to 30 per cent of the young men and
about 20 per cent of the young women become unemployed, on average, for a
period of three months.

The lower yearly incidence of unemployment among prime-age females than
among prime-age males may seem curious, in view of women’s less firm attach-
ment to the labour market. The reason appears to be that, although women flow
into and out of jobs more frequently than men, once they become unemployed,
they are more prone to leave the labour market, whereas men continue to look
for work.

Moreover, men are more subject to seasonal unemployment. One study for the
Council has suggested that 95 per cent of all persons seasonally unemployed are
males. While this figure may be suspect statistically, because of the offsetting
flows of women into and out of jobs on a relatively temporary basis, the evidence
is that the construction, agriculture, fishing, forestry, and trapping industries — all
characterized by male work forces — account for over 64 per cent of seasonal
variability in employment in Canada.

For practically all age-sex groups, the probable duration of idleness, once
unemployed, lengthens as the unemployment rate rises. For any individual, the
likelihood of remaining unemployed increases with the length of time already
unemployed.

The duration of unemployment is of critical concern. If jobs are unavailable,
individuals have little control over the situation; but if jobs are available, their
remaining idle becomes an issue. For example, if it were possible to reduce
the reported overall average duration of unemployment by one month, this
alone would lower the aggregate unemployment rate by close to 2 percentage
points.

According to an Economic Council survey, turnover rates — discharges and
quits as a proportion of average annual payroll — average about 28 per cent
across industries but range from a low of about 3 per cent to a high of close to
130 per cent. Not surprisingly, firms in the mining, pulp and paper, and whole-
sale and retail trade groups showed the highest individual rates in our sample;
banks, other financial enterprises, and manufacturing had about average rates,
while utilities and integrated oil companies reported lower-than-average turnover.
For the most part, turnover rates tended to be significantly higher for females
than for males.

Flows and the stock
of unemployed

Duration of
unemployment

Turnover
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Wage Issues 11

Industrial employment,
output, and wages

Among companies in the same industry, turnover rates in some firms were
many times higher than in others. While undoubtedly there may be good reasons
for these differences, the results suggest substantial room for improvement in
personnel strategies and working conditions in some companies.

Other data attest to the occupational mobility of Canadians. Canada Pension
Plan records indicate that, on average, the length of time people stay with the
same employer is relatively short — two to three years for women (longest in the
Atlantic region, shortest in British Columbia) and three to four years for men
(longest in the Prairies and shortest in the Atlantic region). Among young people,
on average, duration is less than one year for males and 1.5 years for females.
Among males aged 25-44, only 32 per cent of the Atlantic group, about 36 per
cent of those in Ontario and British Columbia, and 43 per cent of those in the
Prairie provinces, held the same jobs in 1973 that they had in 1968.

Wage Issues

Between 1961 and 1974 substantial modernization (and productivity gains)
occurred in agriculture, forestry, and mining. Real plant and equipment per person
employed increased by over 80 per cent in all three industries, compared with
30 per cent in manufacturing and less than 5 per cent in the wholesale and retail
trades. This process involved the substitution of machines for manpower and
contributed to absolute declines in employment in agriculture and forestry, and
only marginal increases in mining. As a result, by 1974, average hourly earnings
in forestry and mining were 180 and 150 per cent higher, respectively, than in
1961. (In comparison, the cost-of-living increased 67 per cent during the same
period.)

The construction industry recorded equally substantial wage gains, mainly
because of vigorous local bargaining and the use by employers of labour-saving
techniques, prefabricated and precast materials, and a great deal of rented heavy
equipment.

By contrast, money wage gains in the services sector by 1974 amounted to
less than 120 per cent of the 1961 level.

These wage developments reflect both demand and supply conditions. Increas-
ing urbanization, education, and female participation have released a flow of
young white-collar and service-oriented workers to match the growth of demand
for their labour in these sectors. By contrast, the supply of blue-collar workers
and unskilled labour to the logging camps, mines, and construction sites from
rural towns and farms, or from abroad, has shrunk measurably. In 1974, for
example, weekly earnings among service workers averaged roughly 50 per cent
of the earnings in construction, compared with 67 per cent in 1961.

The unit costs for almost all the resources entering into the productive process
have risen substantially in recent years. Money wage gains per employee averaged
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close to 7 per cent annually between 1966 and 1973 and over 12 per cent in 1975.
With estimated productivity during the same period increasing at a rate closer
to 2 per cent, the result was clearly incompatible with stable prices.

By the same token, the inflation of the last few years has eroded most of labour’s
wage gains; indeed, in some sectors, it has actually reduced real incomes.

Canadian wages in most sectors are now equal to, if not above, those in the
United States. For instance, since the start of the 1960s the gains in weekly wages
in mining and manufacturing in Canada have run 40 per cent higher than those
achieved in the United States, and the gains in Canada’s services sector have been
about 20 per cent higher than those in the United States. The relative Canadian
gains would appear even greater if put in hourly terms. Moreover, while fringe
benefits in the United States may exceed those in Canada, ours have been catching
up to US. levels.

Perhaps partly as a result of these wage gains in Canada, the net flow of landed
immigrants between the United States and Canada has been reversed. The number
of Americans immigrating to Canada now exceeds that of Canadians emigrating to
the United States.

How long these higher relative wage increases will persist is uncertain. The
recent weakening of commodity prices and export sales, along with the more
rapid rise in total unit costs in Canada than in the United States, could reverse
the real gains. There has already been some reduction in the external value of
the Canadian dollar.

With rising wages and prices, there is some evidence that employers have become
unusually selective in their hiring practices. In 1973 and 1974, Canada Manpower
Centres reported a lower success rate in filling employers’ requests for workers,
despite an increase in client referrals.

Although job vacancies hit all-time highs in 1973 and 1974, 54 per cent of
the jobs were in the semi- and low-skilled categories, offering pay rates roughly
15 to 25 per cent below the average for those occupations. Many were with mar-
ginal enterprises or offered tough working conditions and no job security.

In short, the Job Vacancy Survey seems to be capturing not just the genuine
growth occupations, but also those in which employers have recruiting difficulties
because of the nature of the work or its low level of pay, as well as sectors that
are prone to discontinuous jobs and serious cyclical or seasonal fluctuations.

That women today are reasonably realistic about their opportunities to work
and raise a family seems evident from the pattern of female labour force activity
described earlier. What it means, however, is that at age 16 a man’s expected
job life exceeds forty years; a woman’s, just over twenty years. And, while more
women than men complete Grade 12 before entering the labour force, fewer
women enter with university qualifications. These factors inevitably influence their
relative wage opportunities.

Despite the problems of standardizing for education, experience, and age, there
is some indication that male/female wage differentials for the same occupations —

Canada-United States
comparisons

Wages and the job-
matching process

Wage developments
for men and women
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The organized and
unorganized sectors

Labour standards and
minimum wages

in many sectors ranging between 10 and 20 per cent — are being reduced. But
progress is slow.

It seems evident, however, that women are overconcentrated in the least organ-
ized low-paying occupations and industries and are underrepresented in those that
are organized and better-paying.

Despite some significant advances in trade union organization in the postwar
years, only one-third of all wage- and salary-earners are now organized. This
proportion is about the same as in the United States and West Germany but
much lower than in the Scandinavian countries, Belgium, and Austria, where
the proportion runs between 60 and 80 per cent of paid workers.

A recent study of Canadian union/non-union wage differentials compared
wages and working conditions in Ontario. The study’s findings, which should
be interpreted with caution, indicate that average hourly wages of production
workers in unionized manufacturing enterprises were 10 to 17 per cent
higher than those in unorganized enterprises. The wage differential between
organized and unorganized workers was particularly evident for unskilled blue-
collar workers; for women, it was narrower for the skilled occupations and, for
male white-collar workers, it was non-existent. The study also found that, in
addition to higher pay, organized employers contributed almost 19 per cent of
the wage bill to fringe benefits compared with 13 per cent by unorganized firms.
More recent data show that in large firms, most of which are organized, fringe
benefits now add close to 28 per cent to payroll costs.

The limited extent of unionization and collective-bargaining coverage makes
large groups of wage- and salary-earners highly dependent on the enforcement of
minimum wage and employment standards legislation. Between 1969 and 1975,
the minimum wage rate doubled in almost all provinces and in the federal jurisdic-
tion; at the beginning of 1976 it ranged from $2.30 to $2.80 per hour. Remaining
male/female differentials were eliminated. The result was to increase the legislated
minimum wage in most provinces relative to the average rate in manufacturing.
In 1969, the average provincial minimum wage rate was 46 per cent, and in 1975
it was 53 per cent of the average manufacturing wage.

The few studies done on the subject show that past increases in provincial
minimum wage rates have had relatively little impact on employment. Perhaps
the main effect has been to force managers to make more efficient use of labour
and to encourage some capital/labour substitution and greater use of part-time
workers. Overall, this implies some relative diminution in the demand for labour.

Our estimates suggest that, among those receiving unemployment insurance
benefits, fewer than 14 per cent of the men but more than 50 per cent of the
women had previous weekly earnings that were close to, or less than, what
persons would receive if they were paid at the federal or provincial minimums
and worked a forty-hour work week. However, these figures have to be inter-
preted with caution, since unemployment insurance beneficiaries’ wages tend to be
considerably below the national average, and many work less than a full week.
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Earlier but more representative estimates for the labour force as a whole
show that, of all persons whose weekly earnings are equivalent to, or less than,
the federal minimum wage rate for a forty-hour week, close to half are married
women whose husbands are working; one-third are married men, about one-half
of whose wives are working; 10 to 15 per cent are single; and 10 per cent are
women who are sole breadwinners.

If the Ontario situation is an accurate gauge, 90 per cent of the violations
of employment standards legislation involve some form of non-payment of wages.

In 1974, 9.3 million man-days in Canada were lost because of strikes and
lockouts. This represents about one working day per year for each employed person
in Canada. And this does not measure the indirect costs to the economy.

The incidence of industrial conflict has risen perceptibly in recent years in
tandem with the climb in consumer prices. The percentage of workers involved
in strikes or lockouts in Canada is about average for the western countries. Cur-
rently, however, the length of time required to settle disputes once a strike or
lockout has occurred greatly exceeds that in many other countries.

Another manifestation of uncertainty and inflation has been the trend towards
shorter contracts and the inclusion of a cost-of-living clause in many collective
agreements.

The recent expansion of collective bargaining in the transportation, com-
munications, and white-collar sectors, and particularly in the public and quasi-
public services, has caused serious inconvenience for the public and allowed
each disputing party to use public concern as leverage to secure a more favour-
able settlement. How the public interest in these cases should be safeguarded
remains a crucial issue.

Average money income per family in Canada increased by 67 per cent be-
tween 1967 and 1973, from $7,602 to $12,716. Because of the trend towards
smaller families, the increase in average per capita income in families was even
larger — 82 per cent. Much of the real gain in family income stems from the fact
that more family members are working today than ever before. Half of all
families today report two or more income-earners.

With the enriched social security system and greater labour force participa-
tion by wives and other family members, the incidence of low-income families
has fallen. Using the Council’s traditional criterion of family spending require-
ments, the incidence of poverty among families dropped from 18 per cent in 1967
to 11 per cent in 1973 and, among unattached individuals, from 39 per cent to
33 per cent.

Poverty does not normally accompany employment. In 1973, of families
whose primary earner was employed at the time of the survey, only 5 per cent
fell into the poverty group.

In half of the families where unemployment occurred, according to 1971 data,
average family income was higher than that of families with no unemployment.
This surprising finding was a direct result of the net contribution of supplemen-

... and collective
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tary breadwinners to the family income, which more than compensated for the
periods of unemployment they endured.

Roughly two-thirds of the unattached individuals with low incomes are either
students or old-age pensioners not looking for work.

The Job Search and Manpower Programs

Employment opportunities for different family members vary widely in Canada
among regions and between urban and rural areas and, as a result, so do partici-
pation and unemployment rates. According to the 1971 Census, for instance,
the participation rates for males aged 15 and over were 82 per cent in
Toronto and 55 per cent in some Newfoundland constituencies; the correspond-
ing rates for females were 50 per cent in Toronto and as low as 15 per cent
in Newfoundland. Presumably, if participation rates in Newfoundland were
comparable to those in Toronto, unemployment in Newfoundland would be
much higher than is now recorded.

In larger centres there are more opportunities for supplementary earners to work,
change jobs, search for more satisfying ones, or withdraw from the labour market.
And, since Unemployment Insurance Commission (UIC) regulations require at
least eight weeks” work in order to quality for benefits, a wife has a better chance
of building up these entitlements in a city than in a small town.

Such factors partially explain rural/urban employment and earnings discrepancies
and the growing reluctance of city-dwelling families to move to jobs in outlying
areas that are often well-paying, even when they are confronted with unemploy-
ment at home. If their unemployment is only temporary or seasonal, if they are
entitled to Ulc benefits, or if a spouse already has a job, it may be just common
sense not to move to highly specialized short-term jobs or to areas where jobs are
not available for other members of the household.

To move from an outlying depressed region to an urban growth area is not
easy, except for the young. Differences in shelter costs alone can more than
offset the real wage gains. Sources of credit, friends, and social organizations
are forgone. Nor is there necessarily any matching of occupational skills and jobs,
particularly for older workers. Hence, in small communities subject to seasonal
peaks and troughs, there is frequently a need for assured family income by con-
tributory income stabilization programs, by direct employment initiatives, or by
unemployment insurance or social assistance.

Those who move to another locality experience no significant gain in income
during the first year over those who do not move. Over the longer term, however,
those who move once or twice enjoy higher incomes. Those who move three times
or more have lower incomes than those who stay in a community.

Despite the constraints, there is in fact a surprising amount of geographic mobility
of labour in Canada. About 7 per cent of all working Canadians move between
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mailing localities annually (2 per cent between provinces), with rates ranging from
about 14 per cent for young men and women to 4 per cent for those over 35. This
represents about 700 thousand workers, which, compared with the roughly
2 million Canadians unemployed some time in the year, is quite substantial.

A study by Statistics Canada in 1971 suggests that, of those who periodically
engage in a job search, roughly one-third are already employed; one-third are
unemployed; and one-third are from outside the labour force — students, wives,
newly arrived immigrants. As implied by our turnover data, roughly half are under
25 years of age.

Over the course of five months, only half the seekers found jobs. One-third
of them found acceptable full-time jobs; one-fifth took part-time or temporary jobs;
and more than one-third got no job offer at all. And few of those unem-
ployed at the beginning of the period had the option of declining a job offer in
favour of waiting for a better one.

Generally, the persons surveyed indicated that they had not searched vigorously
for a job. They averaged fewer than two responses to ads or contacts with em-
ployers per month. Young people were slightly more active in their search and
were more willing to accept temporary jobs.

The most successful search method was to go directly to employers. Canada
Manpower Centres (cMcCs) are used extensively, but with only limited success.
Fewer than one in six job-searchers find employment through cMmcs, although three
out of four contact the Centres.

Conversely, Canada Manpower Centres fill between two-thirds and three-
quarters of the 1 to 1.5 million jobs registered with them by employers.

In Canada, as in most other countries, neither employers nor employment
agencies are obliged to register their vacancies with cMcs. cMc counsellors thus
handle only an estimated 25 to 30 per cent of total hirings. Moreover, the jobs
registered with cMcs tend to include a disproportionate number with low wages
and low-skill requirements, or they are in the high-turnover primary sectors. These
conditions obviously have an adverse effect on the public image and the effective-
ness of CMcCs.

And, since most UiC and employable welfare claimants are referred to cMmcs,
in any one month there is likely to be six times as many clients seeking jobs as
there are jobs registered by employers. One can understand, therefore, the frus-
tration of both job-seekers and cMcC counsellors, particularly when two out of
three cMmc referrals to employers are turned away.

In addition to the 65 to 125 thousand placements that cMcC counsellors make
each month, they may refer another 30 to 90 thousand persons, depending on
the time of year, to institutional or on-the-job training courses. While undoubtedly
the training programs have assisted in raising skill levels and in the re-employment
of persons previously unemployed and have quickened the re-entry of married
women into the labour force, they have not by themselves achieved the original
objective of reducing structural unemployment.

The job search process

Canada Manpower
services
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Many provincial community colleges and CEGEPs have come to rely on federal
adult training funds to cover part of their overhead and course costs. This con-
tinuing reliance limits the flexibility of both levels of government to develop new
training options to fit changing local situations or to alter the funding in a
major way.

Apart from the incentive grants available through the Department of Regional
Economic Expansion (DREE), the federal government’s main employment-creation
programs have been the Local Initiatives Program (L1p) and the Opportunities for
Youth (orY) scheme, both of which have been administered by the Department
of Manpower and Immigration and have served primarily to offset seasonal un-
employment. In 1971 and 1972, Lip provided work for about 85 thousand per-
sons over three or four months of the winter. oFy, for which federal funding has
been discontinued, offered summer jobs to about one-third that number of students.
The programs were unique and relatively successful, but they pointed up several
problems common to most contraseasonal programs. In the small towns, where
seasonal unemployment is usually highest, there is a limit to the number of practical
projects; in larger centres, the need is mainly for services, but these usually call for
continuity and require support from community organizations.

From their inception in 1971 through to 1975, Lip grants created approxi-
mately one-quarter million jobs. But, since LIP projects are temporary, virtually
all these jobs were subsequenty terminated.

Thus, while LIP grants undoubtedly have local significance, our overall findings
show that they have relatively little impact on reducing measured unemploy-
ment below levels that might be achieved through similar government expendi-
tures or tax cuts. The program did create new jobs temporarily but, when
averaged over the full year, only about on a par with the net increase in the
number of persons who entered and stayed in the labour force as a result of
the program.

Nor does LIP appear, as once hoped, to constitute a significant stepping stone
back into year-round employment for unemployed or marginal workers. Rather,
for a substantial majority of the participants, LIP jobs offer temporary sources of
employment, preceded, and ultimately followed, by unemployment, labour force
withdrawal, another LIP job, social assistance, or some combination of these.

In Quebec, for instance, 55 per cent of all the participants in the 1972 and
1973 vLip programs for that province received, on average, between fifteen and
forty-five weeks’ unemployment insurance benefits during the twenty or so months
following the LIp project. Another 10 per cent alternated long periods of un-
employment insurance benefits and social assistance, and 5 per cent took adult
training courses. Of the remaining 30 per cent who required no government
income payments in 1972 and 1973, at least some of them probably withdrew
from the labour force and went back to keeping house.

The Department of Manpower and Immigration’s Green Paper on Immigra-
tion and the subsequent hearings of the Joint Parliamentary Committee have
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helped to focus public attention on immigration issues and policies. The Green
Paper’s cautiousness, particularly in matters of demographic growth and cultural
and ethnic mix, stands in some contrast to earlier federal assessments in the
White Paper on Immigration in 1966 and the subsequent Report of the Royal
Commission on Bilingualism and Biculturalism.

The rapid expansion of metropolitan areas in Canada at a rate of 3 per cent
per year, compared with 2 per cent for medium-sized towns and cities and 1 per
cent for villages and hamlets, reflects the fact that most new investment is
taking place in or around the metropolitan areas. The movement of population,
native-born and immigrant, to these growth areas follows naturally. Similarly,
the less-than-proportionate flow of immigrants into Quebec reflects its slower pace
of investment.

The proportion of foreign-born in Canada today — about 15 per cent — is not
significantly higher or lower than traditional levels. Fewer than one out of forty
Canadian residents are of coloured, non-native origin.

By the early 1980s, Canada’s labour force growth, even with traditional im-
migration levels, will fall to a rate witnessed only once before, in the 1930s.
However, an important factor affecting the flow of future working immigrants
into Canada will still be the general pace of economic activity and the level and
locus of new investment.

Unemployment Insurance and Related Income Support Measures

Overall, roughly two-thirds of all men and less than one-half of all women in
Canada work year round at full-time jobs.

Workers in highly seasonal industries, or in activities marked by job discon-
tinuity, rely extensively on the unemployment insurance system. Construction
workers in particular draw heavily on the system — a reflection of winter unem-
ployment rates that rise as high as 25 per cent in that industry.

Unemployment insurance covers virtually all employees and, subject to certain
eligibility conditions, provides weekly benefits to unemployed persons who have
had at least eight weeks’ working experience in the preceding fifty-two weeks.
Financed by joint employer-employee contributions, supplemented where necessary
by federal contributions, the uic distributed over $3 billion in benefits in 1975.
Of this, about half was federally financed.

By international standards, the benefit rates of two-thirds of prior wages (subject
to a maximum of $133 per week at the beginning of 1976) rank with the most
generous of the unemployment insurance systems in the European countries; they
are considerably higher than in the United States. The period for which benefits
are payable — up to fifty-one weeks — is extensive, and eligibility requirements are
considerably more liberal than those in other countries.

Role of unemployment
insurance
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The beneficiaries

Impact of 1971
UIC revisions

The interaction of seasonal or discontinuous jobs and unemployment insurance
is evident from the work history of unemployment insurance claimants. We esti-
mate that about half the Uic beneficiaries worked regularly for less than six months,
and two-thirds for less than a year, prior to filing their claims.

As of April 1975, male recipients were receiving an average of $95 in weekly
benefits, and females an average of $68, for about fifteen weeks at a stretch.

In relation to the numbers of unemployed reported by the Labour Force Survey,
women over 25 draw disproportionately from the system. Indeed, for every two
women over the age of 25 reported unemployed in some months, three are draw-
ing regular unemployment insurance benefits. This phenomenon cannot be ex-
plained by the sickness and pregnancy portions of the scheme, since only regular
benefits are considered in these calculations. A more likely explanation is that
some married women may be less than serious about seeking work, and there
is a fine line between being defined as in or out of the labour force.

By the same token, proportionate to their numbers among the unemployed, as
reported by the Labour Force Survey, fewer young people under 25 draw unem-
ployment insurance benefits. This probably reflects the fact that many are new
entrants into the labour market, with insufficient working experience to be entitled
to benefits.

The wider coverage and higher benefits introduced into the unemployment
insurance program in 1971 have probably had four general effects; some increase
in voluntary quits, layoffs, and turnover because of reductions in the cost to
individuals of periodic bouts of unemployment and an easing of the responsibilities
of employers for layoffs or sickness and maternity; less incentive for some unem-
ployed individuals to search vigorously for work until the end of their benefit
period; an inducement for others outside the labour market to seek work in the
knowledge that they could thereby qualify for the more generous benefits; and
finally, in the larger sense, a selective stimulus to the economy through the transfer
of hundreds of millions of dollars to individuals and communities affected by
unemployment.

Various estimates of these interacting processes have been made. All suffer from
the danger that they attribute phenomena related to a wider range of causes to a
single legislative revision. However, they suggest that, on the stimulative side, the
additional expenditures from the 1971 revision of the Unemployment Insurance
Act contributed in 1972 to the employment of about 80 thousand additional per-
sons, accompanied by induced additional unemployment of around 0.7 percentage
point, or 60 to 75 thousand persons. The induced unemployment appears to have
been more pronounced in the Atlantic and the Prairie provinces and among women.

In the process, the number of unemployment insurance claimants greatly
increased, but so did the number of disqualifications. The number of beneficiaries
increased roughly in proportion to the broader coverage provided in the revised
unemployment insurance provisions. The more generous benefits unquestionably
improved the well-being, and supplemented the purchasing power, of millions of
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Canadians. Perhaps inevitably they also had the effect of prolonging the period
before some persons, once on benefits, accepted a job. Between 1968 and 1973,
the percentage moving off benefits in less than five weeks dropped from 36 per
cent to 24 per cent among women, and from 46 per cent to 22 per cent among
men.

There are over 500 thousand social assistance cases in Canada each year.
Counting dependants, about 1.3 million persons rely on social assistance. The
incidence of welfare involves from 15 per cent of the population in Newfoundland
to 8 per cent in Quebec and 4 per cent in Ontario — a result partly of differences
in economic opportunities and partly of differences in family size.

The vast majority of welfare recipients are not employable. Half are perma-
nently handicapped through chronic illness, disability, or old age; one-third are
unable to work because of temporary illness or because a spouse is absent and
children must be cared for. Not more than one-quarter of the recipients would
be available for employment if jobs and adequate supporting services were avail-
able. Their number rises and falls with economic conditions and includes workers
who have exhausted their unemployment insurance benefits and others who are
marginal farmers or farm workers or who live in remote areas.

Virtually all of these employable recipients work for some periods, but mostly
in very marginal or short-term jobs. Enrichment of the unemployment insurance
system has undoubtedly reduced to a degree the numbers of unemployed having to
turn to social assistance, but nine out of ten receiving aid this year also drew
welfare last year.

The choice between working or staying at home and accepting welfare is par-
ticularly difficult for single or divorced mothers of young children, who often have
limited work options. Nonetheless, most women appear to want to be self-sufficient,
despite the fact that in many cases their earnings are close to, or below, recognized
poverty levels.

Thirty-five per cent of the mothers of young children — under 16 years of

age — work or are available for work. According to a Statistics Canada survey
in 1973, if suitable child-care arrangements were available, 47 per cent would
become employed. Working mothers now account for 12 per cent of the total
labour force.

The number of day-care centres doubled between 1971 and 1974, and the
number of spaces in the centres tripled. But day-care centres still accommodate
fewer than 3 per cent of the children of working mothers. For another 15 per cent
of them, other paid arrangements are made for their care while, for more than
80 per cent, a variety of non-paid arrangements are worked out.

Government day-care subsidies under the Canada Assistance Plan tripled
between 1971 and 1974. These represent roughly 40 per cent of day-care—centre
expenditures; however, they constitute less than 5 per cent of total paid-care
arrangements. While all types of centres are expanding, the number of non-profit
types (community, parent co-op and, to a lesser extent, public) has increased

Social assistance

Working parents and
child care
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much more rapidly than that of the commercial kind. Non-profit centres account
for more than half of all centres, compared with less than one-fifth in the late
1960s.

Private pension plans cover few more than one-third of all persons in the
labour force.

In some cases, such as in the construction trades outside Quebec, the unions
have made pension provisions for their members, but they have been hampered
by their inability to register for tax purposes the schemes without employer con-
tributions and to provide portability to tradesmen moving from one activity or union
affiliation to another.

These facts highlight the advantage of Canada’s universal pension plan system,
which is among the world’s most generous both in coverage and in benefits.

Most private pension plans provide for full vesting — the “locking in” of
contributions to a retirement annuity — only after ten years of service and a
stipulated age. But, as we have seen from Canada Pension Plan data, the average
worker stays with an employer less than five years.

This means that the majority of workers arrive at retirement with no pension
rights other than those available through the universal Canada/Quebec Pension
Plans. It may also be one of the reasons why, despite the automatic availability
of public pension benefits at age 65, three out of ten Canadian men between the
ages of 65 and 69 are working.

Attitudes towards Work and Jobs

All the evidence, including the nature of the flows described earlier and the
findings reported in several recent studies of Canadian work values, indicates that
Canadians are strongly motivated to work and generally hold jobs not only because
they have to, but because they like to.

According to these studies, Canadians as a people regard work as' the main
vehicle to success, broadly defined; in terms of personal satisfaction and self-
fulfilment, they rank work second only to family, or sometimes friendship, ties.

The vast majority of Canadians would prefer suitable work to unemployment
insurance, but about one out of three would accept unemployment insurance
rather than work at the minimum wage, recognizing no doubt that, at the wages
they could command, their uic benefits would exceed the minimum wage. In
fact, one-third of unemployment insurance beneficiaries — over one-half of the
males and one-tenth of the females — draw unemployment insurance benefits that
exceed the minimum wage in their province.

The surveys confirm the importance of pay, advancement, and fringe benefits
as fundamental factors in the decision to accept a job. But, once in a job, the
greatest personal satisfaction seems to derive from having enough authority and
information to be able to work effectively, from friendly co-workers and super-
visors, and from interesting assignments with visible results for one’s efforts.
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Many of those interviewed, especially young people, believe their abilities are
not being fully utilized in their current jobs. The most frequent complaint is the
lack of opportunities for promotion or a career.

Education is today primarily oriented towards white-collar rather than blue-
collar jobs, and many young people enter the world of work with limited knowl-
edge of how their education relates to job opportunities.

Somewhat surprisingly, given the extent of female labour force participation,
almost 60 per cent of respondents of both sexes replied in the affirmative to the
survey question of whether a woman’s place is in the home. But 57 per cent
of women and 41 per cent of men were of the opinion that women should earn
money to help with the running of the household.

Less surprising, in contrast to men, women generally put more emphasis on
amenities and conveniences than on pay and opportunities for promotion. Many
indicated little interest in a career and a lack of concern over periodic unem-
ployment. Among women who plan to continue working, however, interesting and
challenging jobs, good opportunities for promotion, and good interpersonal rela-
tions are as important as for men.

The attitudes of most French- and English-speaking Canadians towards work
are generally similar. Differences between Francophone and Anglophone workers
and managers seem to be narrowing, as experience, training, and responsibilities
become increasingly similar.

The limited evidence available indicates that, although not all the expectations
of immigrants are being realized, they are generally satisfied with the job oppor-
tunities found here, and their rate of turnover is about the same as that of other
Canadians.

In a survey of large corporations, employers reported that young workers were
more responsive to change, use more initiative, are eager to accept more respon-
sibility, and want to advance at a faster rate than their predecessors; on the
other hand, the allegation is that they exercise less care in their work and show
less respect for work discipline.

Employers also expressed concern about turnover and absenteeism among
females and acknowledged that they could use women’s talents considerably
more effectively than they do at present. Unskilled and semiskilled production
workers recordéd high turnover rates and absenteeism as well. Employers per-
ceived the main factors contributing to voluntary quits to be higher pay or better
opportunities elsewhere and personal reasons such as health, family considerations,
or a desire to return to school. While working conditions and location were not
accorded high significance by employers, the wide variation of turnover rates
among firms in the same industries suggests that they may not be unimportant.

Interestingly enough, employers did not regard unemployment insurance as
an important factor in prompting workers to leave their jobs. On the other hand,
they acknowledged that unemployment insurance makes it easier for people to
leave jobs for other reasons and to be more selective in their search for a new job.

Views of employers
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Most employers took the view that increased plant mechanization and auto-
mation, and improved supervision, offer more potential for improving productivity
than “job enrichment” or reorganization of the work place. Most were reluctant
to experiment, in the absence of strong employee pressure or more convincing
evidence that such changes would be beneficial.

Labour unions continue to be mainly concerned with wages, working conditions,
and job security, including health and medical protection. With respect to work/
leisure choices, they have tended to emphasize reductions in the work year (longer
vacations) or work life (earlier retirement) rather than a shorter work week.
Concern for job security has taken several forms, foremost of which are seniority
clauses or practices.

The issue of the content of jobs is a delicate one, in that it involves a balance
between management rights and legitimate union concerns. While unions officially
have viewed job experimentation or enrichment with some caution, there is some
evidence that union representatives, along with employers, are taking more interest
in this area.

Over the years, of course, there has been a substantial humanization of working
conditions in factories, offices, and stores. Over the next decade, the challenge
will be to increase the number of interesting and rewarding jobs. Indeed,
educational projections indicate that by 1985 half of the young people leaving
school to take permanent jobs will have at least some postsecondary education,
along with the aspirations that accompany such training.

Another area attracting increasing attention is that of occupational health.
Evidence is growing that many occupational diseases are not recognized or reported
and that some become apparent only after considerable time has elapsed. Research
and training in the field of occupational health are sadly lacking in Canada.

Interpreting the Measurements of Unemployment

The official Canadian and U.S. measures of employment and unemployment
are based on techniques that are different from those used by a number of
major European countries. The Canadian monthly Labour Force Survey samples
a representative panel of 30 thousand families, one-sixth of whom are replaced
each month. With the introduction of a new Labour Force Survey in 1976, it is
expected that, by 1977, the sample will include 50 thousand families. Britain,
France, and Germany draw on the registration data of their public employment
agencies.

However, the differences in measuring unemployment do not account for that
rate being persistently higher in Canada than elsewhere. Studies that have recon-
ciled the concepts and the measurement methods affirm that the Canadian and
American rates are higher than those of most major industrialized countries of
Europe.
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Evidence suggests that the amount of measured structural and frictional unem-
ployment has been increasing; unemployment and job vacancies, for example,
are coexisting at considerably higher rates in the seventies than in the fifties or
sixties.

There has not been much change in the unemployment patterns of each region.
The extremes of structural unemployment associated with certain industries or
occupations have narrowed as workers have moved out of the seasonal and high-
unemployment sectors and as the numbers of unskilled labourers have diminished.
On the other hand, with the more than proportionate increase in young people
and women seeking jobs, differences in age/sex patterns of unemployment have
widened.

One measure of the structural matching of workers and jobs through the cyclical
phase of the economy has been the relationship between monthly or annual
unemployment rates and job vacancy rates. Through the cycle, a fairly stable
inverse relationship is expected; that is, when demand increases, job vacancies
increase and unemployment drops and, when demand slackens, job vacancies drop
and unemployment increases. But in the past few years this relationship has sub-
stantially altered, in the sense that unemployment has not responded as antici-
pated to changes in demand, as measured by job vacancies.

Our analysis has suggested that the Job Vacancy Survey is not an unbiased
indicator of aggregate demand, although it is undoubtedly useful with respect to
particular occupations. Neither is the Help Wanted index of the Department of
Finance free of shortcomings as a statistical measure of aggregate demand.

As a measure of cyclical phase, the aggregate unemployment rate must be
regarded with caution. When compared with other major indicators of economic
activity, the unemployment rate tends to lead at peaks and to lag at troughs.
However, other labour market indicators of cyclical phase, including job vacancy
data and wage changes, individually yield no more certain results.

The unemployment rate covers groups that are, it could be argued, not truly
part of the work-force core. The evidence shows, for instance, that if part-time
job-seekers were excluded from the unemployment count, the effect would be to
reduce the overall rate by about 0.2 to 0.3 percentage point. If teenagers and old
people were excluded, the unemployment rate would be reduced by almost
one point. Another such adjustment could be made for short-duration unem-
ployment in response to arguments that brief periods of unemployment are inevi-
table in a dynamic, mobile, and growing labour market. The exclusion of short-
duration unemployment, which includes persons on temporary layoff who, in a
sense, have a job, reduces the unemployment rate substantially, by about 1.5 per-
centage points. The exclusion of all these groups could reduce the aggregate
unemployment rate by close to 3 percentage points.

By the same token, adjustments can be made to take account of many “under-
employed” part-time workers who would work full-time if such jobs were avail-
able. When this phenomenon is translated into a “time-lost ratio,” the absolute

The unemployment/
vacancies relationship

Different unemployment
measures
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level of unemployment is higher than the reported rate, but the cyclical patterns
of the two rates are virtually identical.

As suggested earlier, the aggregate unemployment rate is becoming less and
less accurate as a measure of family-income hardship because of the increasing
numbers of multi-earner families and the various income security programs. In
1974, 33 per cent of the unemployed were family heads compared with 46 per
cent in 1961. Moreover, in two-thirds of the families with one or more persons
unemployed in 1974, at least one other member was employed.

As an alternative measure of hardship, some experiments have been done to
establish a “severity index” that would measure the combined effects of the dura-
tion and incidence of unemployment for age-sex groups. In addition, some fruitful
efforts have been made in the United States to link unemployment and income
data so as to secure a more complete index of hardship in personal and family
situations.

Looking Back and Looking Ahead

So far we have largely ignored the relationship between demand stimuli and
labour supply. It is, however, possible with the help of the cANDIDE model to
create a hypothetical economy for the 1961-73 period, to see how, for instance,
additional government expenditures would have affected the unemployment rates
of particular age-sex groups.

The effect of injecting additional fiscal stimulus— assuming no offsetting
actions or price effects — would have been to increase real gross national product
and employment throughout the period. It would also have resulted in a general
increase in the labour force and a substantial reduction in unemployment.

However, the increase in the size of the labour force would not have been
spread evenly among the age-sex groups because their response, as measured by
participation rates, varies. Several of the groups appear to have a tendency to
withdraw from the labour force as conditions improve, while others, such as males
in the 14-19 age group and females 20 years of age and over, manifest a pro-
pensity to enter the labour force when jobs appear more plentiful.

The reasons for the withdrawals are not entirely clear but are probably re-
lated to the earnings situation of other family members. For instance, if wives
go to work, men in the older age groups may retire earlier. Or, if economic
conditions are buoyant, more teenage girls and young men aged 20 to 24 may
elect to stay in school rather than go to work.

Given the different individual reactions to labour market changes, the inflows
into the market by one group may be offset by the withdrawal of another.
Taking into account these offsetting influences, the overall effect of a hypo-
thetical stimulus of between $0.4 billion and $1.7 billion, broadly based, added
to government expenditures annually, depending on conditions in the rest of the
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economy, would have been to increase the labour force by about 40 to
135 thousand persons.

In any single year, the injected stimulus would have increased employment,
creating 144 to 422 thousand more jobs than actually occurred, depending on the
year and the state of the economy. However, the effects would have varied for
different sectors and different age-sex groups. For instance, the expenditures
would have increased the labour requirements in the public administration and
the community, business, and personal services sectors more than in others.
And, as these are the industries in which female employment is relatively high,
the increase in female employment would have been proportionately higher.

Somewhat surprisingly, unemployment among some groups — males aged 14
to 19 and females aged 20 to 24 and 45 to 64 — rises as a result of the hypothetical
fiscal stimulus. The overall employment gains would not have been sufficient to
offset their respective labour force increases.

There would also have been some regional differences. Much would have
depended on where the expenditure stimuli fell and the consequent diffusion
of demand. Historically, though, employment growth has fluctuated most in the
Atlantic provinces and Quebec, and the aggregate stimuli might have helped to
reduce unemployment rates in these regions more than proportionately — largely
because they tend to have more slack, even in the best of years.

Looking ahead to the years from 1975 to 1982, three scenarios were chosen.
The simulations confirmed that expansion in the working-age population will
vary considerably among age groups and will differ markedly from the experience
of the preceding decade. The numbers in the 25-44 age group will grow very
rapidly during the next seven years.

The overall participation rate will likely be approaching 62 per cent in 1982 —
reflecting a somewhat slower rate of increase than over the past decade, partly
because many of the women who want to work are now in the labour force.
By 1982, given the medium-growth scenario, those aged 25 to 44 will constitute
46 per cent of all working Canadians, compared with 43 per cent in 1973. The
female proportion of the labour force will continue to rise to about 36 per cent.

The demand for manpower will continue to shift towards the white-collar and
related service industries, and their command of total employment will increase
from 63 per cent in 1974 to 68 per cent in 1982, with a proportional decline
in all the goods-producing industries — assuming, of course, reasonably healthy
international markets.

With declining birth rates over the past fifteen years, the natural rate of
labour force growth will slow towards the end of the 1970s. Immigration will
take on greater significance as a source of labour force growth by the beginning
of the 1980s.

Such are the main findings from our research of the Canadian labour market
over the past several years. An elaboration of many of the findings, along with
the analysis and the sources on which they are based, are contained in Part 2 of

Looking ahead
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this report. The data there provide, we believe, a reasonably clear assessment of the
profile of working Canadians in the 1970s, the underlying processes of the labour
market, and some of the ways in which demographic and other developments, and
government programs, have affected individual and family income patterns and
attitudes. They carry implications for Canadians and suggest administrative and
policy options that, in our view, warrant consideration.




CONCLUSIONS AND RECOMMENDATIONS

In the course of this study, we have reviewed the characteristics and structure of
the labour force and labour markets in Canada, and have analysed how general
economic conditions and the evolving system of manpower and income support
programs have affected the supply of labour. It has become clear to us that many
changes have been taking place that are not well understood. Clearly, the nature
of unemployment in Canada is very different from what it was a generation or
even a decade ago.

Our analysis has covered the developments occurring in the postwar period,
particularly since 1970. In these last few years, Canada and other industrial
countries have experienced relatively rapid growth, followed by foreign exchange
and resource crises, price escalations, uncertainty, and pause. In Canada these
developments culminated in 1975 in virtually no real growth of output and con-
tinuing high inflation and unemployment rates (Table 3-1).

Table 3-1

Real Gross National Product, Unemployment, and Consumer Prices, 1969-75

Increase in

Increase in Unemployment consumer
real GNP rate price index
(Per cent)

1969 5.3 4.7 4.5
1970 255 559 358
1971 Sl 6.4 2.9
1972 6.0 6.3 4.8
1973 6.9 5.6 7.6
1974 2.8 5.4 10.9
1975 0.2 7.1 10.8

Source Based on data from Statistics Canada.




30 Conclusions and Recommendations

The Implications of Our Findings

In our examination of labour markets we considered gross flows into and out
of the labour force and between employment and unemployment for various
categories of people. We also looked at some of the wage dimensions in both the
organized and unorganized sectors, at vacancy/unemployment relationships, and
at the impact of unemployment insurance, social assistance, and other social
programs. Our analysis indicated that institutional changes and the various pro-
grams have had a considerable impact on labour markets even though their
quantitative effect is difficult to determine in the presence of other changes. Thus
the labour market in Canada today has characteristics very different from those
of as recently as the mid-1960s. There are, for example, proportionately more
youths and women in the work force, and their relative unemployment rates are
higher now than in the mid-1960s. On the other hand, their increased working
participation has helped to expand and diversify the sources of family income and,
in many cases, has affected the decisions of other family members to work or not
to work.

In view of these developments, it is clear to us that we can no longer rely on
the aggregate unemployment rate alone as a measure of the extent to which labour
and other resources of the economy are being underutilized. There is a host of
factors that result in continuous changes in the labour market status of many
individuals. Since many of these factors are mutually offsetting, they do not neces-
sarily influence the overall measured rate of unemployment in a way that
genuinely shows how labour resources are being used in the economy. Indeed,
some employers are experiencing increasing difficuity in hiring workers at prices
they are willing to pay, while many workers are not finding acceptable jobs.
With more and more women becoming interested in additional roles outside the
home and the increasing numbers of young people alternating between school and
work, the threshold of the Canadian labour market is now very fluid. Improved
methods of measuring employment and unemployment seem, therefore, to be
essential.

Furthermore, the aggregate rate of unemployment is no longer an adequate
indicator of family or individual economic hardship. Given the build-up of social
security and related programs, many of which are designed to ease the income
position of the unemployed or their families, and the increased participation of
additional members of families in the labour force, we need more information
about family income situations and the adequacy of their earnings from various
sources, including employment. For example, it is reasonable to assume that
unemployment represents a more serious problem for single-earner families than
for, say, a supplementary earner who may only be seeking part-time work.

Manpower programs have not effectively stemmed the increases in unemploy-
ment, although they undoubtedly have raised the quality of skills and provided a
second chance for persons inside and outside the work force; nor have the selective
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investment incentives of the Department of Regional Economic Expansion, despite
the encouragement they have given to private and public growth in depressed
regions.

Many of the personal and family income shortfalls caused by rising overall
unemployment have been offset by Canada’s unemployment insurance system.
This system was conceived following the depression years, when families usually
had only one adult income-earner and when relatively few young people attended
school beyond grade 12. Today more than half of all married women work some
time during the year, and one out of three leaves school with some postsecondary
training. The result is considerably more movement of people into and out of the
labour market. It is in this more complex setting that the comprehensive sharing
of the risk of unemployment must be viewed.

There is no question about the essential value of unemployment insurance.
Every major western nation provides such protection, either through wage or
needs-related schemes or both. In Canada virtually all wage- and salary-eatners
are covered by unemployment insurance, and its almost universal accessibility
provides a first line of defence against income insecurity and poverty. The need
for such a system is borne out by the fact that four out of every five persons who
draw benefits are unemployed for reasons beyond their control — because of layoffs
or job terminations, for example. And, of those who do find new jobs, as many as
half will likely be unemployed again within the year. The crucial importance of
the unemployment insurance system is particularly evident when unemployment
levels are very high.

This is not to say, of course, that the program has been without administrative
flaws or has not been abused. Indeed, in response to legitimate public concern,
significant administrative improvements have been made to the system during the
past two years. But there are limits beyond which controls imposed to prevent
potential abuses impinge upon the private lives of individuals or the quick and
efficient processing of claims. Among unemployment insurance claimants may be
some who for one reason or another do not wish to work continuously. How does
one establish whether they are genuinely unemployed? Others already receiving
benefits may not be searching for work as vigorously as they claim. Some may be
entitled to benefits that exceed, or are close to, the wages of full-time workers or
of unfilled jobs. What is the equitable balance in such cases? These are complex
issues, which we shall not attempt to answer here. For, even if the administrative
issues could be resolved, unemployment is still primarily the result of an inade-
quate demand for labour at local, regional, and national levels.

Our examination of attitudes suggests that most Canadians want to work but
that many, especially the younger workers, seek interesting jobs and are prepared
to continue their search for a suitable one rather than accept work they do not
like, perhaps availing themselves of unemployment insurance benefits in the
process. Many young people enter the labour force with little knowledge of the
working world; they tend, as a result, to move between jobs and periods of further
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schooling, travel, or other activities until either they find a suitable job or feel the
need to settle down. Many of the younger people just out of school still live at
home, where their parents can support them between jobs without hardship. Some
are married or share accommodation with others who work. These alternative
sources of support ease the costs of experimentation, and this in turn contributes
to a higher employee turnover rate in Canada than in almost all other countries.

The prospects of upgrading and humanizing work are limited by the realities
of the jobs to be done. While workers are generally shifting to more skilled
occupations, the largest proportion of white-collar employees work at routine
jobs, and thousands of others do no more than clean up after others. High turn-
over may be the price we have to pay to accommodate the desires of individuals
to choose their patterns of work and leisure more freely, particularly in sectors
that continue to offer tedious jobs. And, if employers are unable to increase the
challenge or the skill requirements in the jobs they offer, they may simply have
to pay more to have the dull work done. There have, in fact, been differential
rates of wage increases among industries. In the primary industries and construc-
tion, where there has frequently been difficulty attracting workers because of the
arduous nature and the location of the work, wages have risen more rapidly than
in other industries.

As will be enlarged upon in Chapter 5, to characterize the labour force
primarily as people seeking, finding, and attempting to retain, a steady full-time
job is misleading. The number of part-time workers has been growing much more
rapidly than the number of full-time workers, and a large number of Canadians —
students, housewives, and others — only work part of the year. Of the total of
13 million who participate in the labour force at some time during the year,
probably 40 per cent or more change employment or move into or out of the
labour force or into or out of unemployment. Of the unemployed, more than
two out of five are young people under 25 years of age, with limited working
skills or experience. Indeed, one out of four of these young unemployed is just
out of school and looking for a first full-time job.

At the other end of the age scale are workers 55 years and over who, for one
reason or another, have retired from full-time attachment to the labour force. A
gradual lowering of the normal retirement age has been taking place in recent
years, and more and more workers are retiring at age 60 or earlier. In some
enterprises this is mandatory and is designed to provide more opportunities for
younger employees. In such cases, pension plans are geared to the compulsory
earlier retirement age. In other cases, retirement from the rigours of full-time
employment are voluntary. But, while retirement ages have been dropping, life
expectancy has been increasing, and these workers typically have a wealth of
experience and ability that is being lost at present because of the very limited
employment opportunities for older workers, on either a full- or part-time basis.
We believe that quite a few of these people would welcome the opportunity to be
usefully employed, perhaps on a gradually reducing scale. Besides, with double-
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digit inflation, many may have a real need for additional income, either because
they have no private pension or because inflation has eroded pensions that were
contracted and funded years ago and are not indexed.

The main problem seems to be the reluctance of some employers to retain
older employees on a reduced schedule or to hire older persons for either part-
or full-time employment. If this problem were to become more widespread,
governments could well take the lead in experimenting and innovating with dif-
ferent work arrangements that would enable the older worker to continue to
produce longer than is possible at present.

Some Forward Perspectives

The recommendations that arise out of this review should, of course, be geared
to our expectations about the future. Some of the Economic Council’s perspectives
on what constitutes reasonable future scenarios are contained in Chapter 11 of
this study, in our Eleventh and Twelfth Annual Reviews, and in our study of
commercial policy for Canada;' others have emerged in considering the broader
implications of labour market phenomena. They are summarized here.

First, it seems clear that, over the next decade, the need, as expressed through
the price mechanism, for new sources of supply for food, energy, raw materials,
and natural resources, many of which Canada has in some abundance, will grow
substantially. Agriculture and fishing traditionally are highly seasonal, and their
future will probably depend on greater specialization, capitalization, and larger
production units that can provide reasonably stable income to a limited number
of entrepreneurs and their work force. The other primary sectors — energy,
forestry, and mining — will continue to be high-productivity industries, providing
high incomes but limited employment opportunities per unit of output.

A country can prosper on the strength of its primary sectors but, if it is to
absorb a growing work force, additional strength must come from its manufactur-
ing and service sectors. In the 1980s we may not need high employment so much
as high-productivity industries. Canada’s favoured energy and natural resources
position could make possible internationally competitive manufacturing opportuni-
ties, which it would be a pity to lose. Some high-technology services could also
become more exportable.

By the 1980s much of the impetus to economic growth associated with natural
population increase and the heightened participation of women in the labour force
will have abated. By the mid-1980s the rate of labour force expansion will

1 Economic Council of Canada, Eleventh Annual Review: Economic Targets and Social
Indicators (Ottawa: Information Canada, 1974), Twelfth Annual Review: Options for
Growth (Ottawa: Information Canada, 1975), and Looking Outward: A New Trade
Strategy for Canada (Ottawa: Information Canada, 1975).
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correspond to the limited rates of the 1930s. If to this is added a more restrictive
policy on immigrants, who in the past have been credited with much of our fluid,
diversified, and culturally enriched environment, real problems could arise. This
is not to say that per capita incomes will not rise as productivity increases. But
if they are to do so in the face of a slowdown in the growth rate of the adult
population and the associated reduced requirements for housing, land services,
food, fuel, and clothing, we will need to become more internationally competitive
and to sell more abroad.

In this less expansive situation, Canada could experience serious domestic
tensions unless the self-interests of competing groups are contained within reason-
able bounds. Over the medium and longer term, increases in real wages cannot
exceed productivity gains. Profits must be similarly aligned with productivity no
less than with the real risks of enterprise. And, as organized interests confront
one another, the public has the right to be protected against extreme or self-serving
outcomes.

We have witnessed years of dramatic changes in international alignments,
economic and social concerns, and personal mores. We have lived at peace for
thirty years and have become more affluent and better protected from adversity.
But, as adversity abates, so too do the unifying elements associated with hardship
and national causes. There are dangers perhaps on two fronts: on the one hand,
of complacency, smugness, and public apathy and, on the other, of excessive
agitation and overreaction. In this milieu, expectations can outrun reality, and
international tensions can be replaced by domestic tensions. Issues once easily
debated in terms of the well-being of society can become a complex balancing of
selfish interests. Affluence may enhance personal freedoms, but freedoms presup-
pose self-restraint and group responsibility.

We believe in the vitality of our young people, in the strength and the capacity
and diversity of Canada, and in the ultimate spirit of generosity and involvement
that historically has marked the relationship of Canadians to the global village.
It is in this spirit and in the knowledge of the Canadian labour market, as set out
in the following chapters, that we advance the following recommendations.

Statistical Measurements

In this study of labour markets and in previous work done by the Economic
Council, some deficiencies in the way data are used and interpreted have become
apparent. A number of major gaps exist in the types of information available;
some of these could be filled by more effective integration of existing data, while
others would entail the collection of new information.

The most important source of existing information is the monthly Labour
Force Survey, which is currently being revised and extended to provide a
firmer basis for supplementary surveys. The enlargement of the household sample
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will increase the reliability of provincial estimates and should facilitate a better
understanding of the changes taking place in individual provinces. We support
these developments.

Unemployment rates derived from the Labour Force Survey have been
widely used over the years as a measure of the extent to which labour resources
are used both in the economy as a whole and in particular regions and labour
market areas. It is now evident that the single aggregate unemployment rate
should not be used for this purpose without supplementary information. And,
from what we know now of the volatility of the flows of persons in, or on the
threshold of, the labour force, the aggregate unemployment figure is a less-than-
complete measure of economic performance, even when seasonally adjusted.
Quite possibly a more appropriate indicator of activity, derived from the same
survey, would be the seasonally adjusted changes in non-agricultural employ-
ment. Alternatively, the unemployment rate for males in the 25-44 or 25-54 age
groups — for which the labour force participation rates are 95 per cent or
higher — might be a useful indicator.?

The same aggregate unemployment rate has also frequently been used as an
indication of the extent of hardship prevailing in the country. The build-up of
the unemployment insurance program to the point where some benefits paid to
individuals exceed provincial minimum wages, coupled with the fact that typi-
cally more than half the unemployed are not, in any event, the main family
income-earner, makes it clear that inferences about hardship on the basis of
aggregate unemployment rates can be quite misleading. For this purpose, al-
though one might suggest more appropriate measures of the hardship associated
with unemployment, we believe that it is more useful to concentrate directly
on the adequacy of incomes, and on the improvement of data linking the incomes
of individuals and families with their work activity.

There is also the additional problem of understanding seasonal influences,
There is frequently a substantial divergence between the forecast of seasonal
factors and the actual data obtained some years later. There are a number of
alternative seasonal-adjustment methods, and all involve balancing sudden short-run
phenomena and long-run trends. When used for forecasting, one technique may
tend to discount recent real changes in activity; another may be misleading in that
it overestimates temporary fluctuations. We are encouraged that Statistics Canada
is now examining alternative methods of seasonally adjusting the labour force data
and other relevant series for the assessment of cyclical patterns and the potential use
of resources and skills.

In our study we have made considerable use of the gross flow figures derived
from unpublished data in the Labour Force Survey. These figures provide an
important additional perspective to labour market developments, enabling us to
consider the gross changes that lie behind the net changes in stocks of employed

2 See also Economic Council, Twelfth Annual Review.
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and unemployed on which attention is usually focused. Statistics Canada and
the Department of Manpower and Immigration have recently been making more
use of this information. We believe that many insights could be gained by the
further development and use of this type of analytical vehicle.

One aspect that is closely related to the gross flows into and out of the labour
force and between employment and unemployment is the turnover that takes
place within employment. Relatively sparse information is available on changes
in the employment of individuals and on the extent of job turnover. We know,
for instance, that turnover rates are higher in certain industries than others, and
generally higher for women than for men. But we do not know how much of
this turnover is the result of voluntary separations or the short or seasonal
nature of jobs. Individual companies may experience higher personnel turnover
for a host of reasons — the mix, seasonality, or remoteness of their production
activity, their industrial relations, their personnel practices, the youthfulness
and mobility of their employees, or simply their inability to pay wages that are
competitive locally. But at present we know very little about the underlying
causes. Some information about individual behaviour is available from supple-
mentary data obtained at infrequent intervals through the Labour Force Survey
and Canada Pension Plan records. But no systematic collection or tabulation of this
type of information from firms or establishments is now being carried out.

We therefore strongly believe that effective ways must be developed to derive
turnover data from the payroll records of business firms and other organizations
and to make that information publicly available. In this connection we believe
that Statistics Canada should press their efforts with administrative agencies, such
as the Canada or Quebec Pension Plans and the Unemployment Insurance Com-
mission (VIC), to introduce ways of developing and publishing employment dura-
tion records to supplement information in the Labour Force Survey. Some addi-
tional insights might be obtained from comparative case studies of labour turnover,
focusing on the associated causes and costs for individual firms; these might be
sponsored by employer associations, the Department of Manpower and Immigra-
tion, or federal or provincial departments of labour. But case studies are not enough.
Regular monthly information on turnover, quits, and layoffs, similar to that avail-
able from the U.S. Bureau of Labor Statistics is what is really needed.

The Labour Force Survey uses household interviews to measure employment
and unemployment. Information on employment and wages is also obtained by
Statistics Canada from business and other establishments. We were limited in
making the most effective use of wage data and in relating them to the gross flow
movements of males and females between jobs and in and out of employment
because of the heterogeneous nature of the published wage information and the fact
that most of it is derived from surveys of establishments rather than from the
Labour Force Survey or other surveys that focus on individuals or families. We
would welcome initiatives by Statistics Canada to carry out and publish a recon-
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ciliation of their different monthly estimates of industry employment and wages
with data derived from individual- and family-based surveys.

Moreover, although information on establishments with twenty or more em-
ployees is published regularly, results for the smaller establishments sampled
have not been readily available. For some industries dominated by large firms
the issue is not critical. But for others, such as the broad range of service industries
in which most enterprises have fewer than twenty employees, the matter is more
serious. One would like to be able to examine the employment time series, by
industry, and to relate the estimates derived from households and establishments.

The integration or co-ordination of various sources of information is even
more necessary when one attempts to make use of labour market data to measure
“hardship” or the well-being of individuals in Canadian society. Several aspects
are important, including the role of individuals in family units — whether they
are main breadwinners or supplementary income-earners — and the duration of
their unemployment. However, our main interest is the incomes of individuals
and the extent of the disruption of this flow through loss of employment. Linkages
of labour market and income data are, therefore, essential. With respect to
administrative data, the Unemployment Insurance Commission and the Depart-
ment of National Revenue have integrated selected information for a number cf
years. Their sample is useful in analyses of the income position of individuals
with various family and employment characteristics, as well as in studying migra-
tion and other aspects of employment experience. Individual privacy is protected
by the removal of specific identification. It would be possible to develop linkages
with additional data from programs such as social assistancc, manpower training,
and local improvement projects without violating privacy regulations.

On the whole, we are encouraged by the recent efforts of Statistics Canada to
develop and release annual data that correlate the income distribution of Canadians,
by individual and family status, age, sex, and education, to those factors related
to their activities in the labour force and to their participation in various govern-
ment programs. But we would urge that Statistics Canada accelerate the co-
ordination of their data with those of other government departments and agencies,
as appropriate.

We believe that, while the movement of the aggregate seasonally adjusted
unemployment rate has significance for the timing of government and business
decisions, it is open to question whether that rate, taken uncritically, is as valid a
measure of genuinely involuntary unemployment or of individual or family income
hardship as it once was. Therefore,

Recommendation 1

We recommend that Statistics Canada, with the co-operation of other depart-
ments and agencies, develop, publish, and analyse additional information with
respect to employment, unemployment, turnover, gross flows, and the wages and
incomes of families and individuals.
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In considering the matter of bringing before the public more complete and
systematic assessments of the labour market, we gave some thought to the
creation of a Bureau of Human Resource Statistics and Analysis. We decided
in the end not to make such a recommendation because we believed the purpose
could be achieved through more effective co-ordination of the efforts and find-
ings of existing departments and agencies, at both the federal and provincial
levels. Insofar as the federal government is concerned, the statistical initiative
rests in most instances with Statistics Canada, which has responsibility for virtually
all surveys.® However, since surveys are becoming very expensive vehicles for
the collection of information and since many useful data are collected through
the administration of tax laws and various government programs, more effort
should be undertaken to make such information available and to analyse it.

Unemployment Insurance and Manpower Services

We have studied the performance of the labour market as a whole, as well
as individual sectors of it. It is our impression that, despite some tensions and
uncertainties associated with escalating prices, most men and women are rela-
tively happy with their jobs and opportunities. For a large majority of people,
decisions on how or when to work are relatively unaffected by our present
unemployment insurance and other income-support programs. There are, how-
ever, certain groups of people in the labour market who do have problems and
for whom the market mechanism operates less than perfectly. As a result, their
energies and capacities are not being effectively harnessed, and they need help.
One out of six Canadians who work sometime during the year experiences at
least one bout of unemployment annually, and many are confronted with re-
curring periods of unemployment. In some outlying areas, there is simply no
wage employment for part of the year at least.

We have looked closely at the provisions of the unemployment insurance
system, as revised in 1971. We believe the system is comprehensive and gener-
ous by any standards and, as a second line of defence against financial hardship
and income insecurity, it has gone a long way towards eliminating poverty in this
country.

The present unemployment insurance system fulfils a number of purposes.
It is a wage-related means by which workers, with their employers, can insure
themselves against periods when they do not have a job and are seeking work.
It is a means by which they can secure income protection during periods of

3 Federal policy dictates that no survey in which more than ten respondents are contacted
should be conducted by a federal department or certain specific agencies without the
involvement of Statistics Canada.
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sickness or pregnancy — protection often, but not always, negotiated in col-
lective agreements and not usually available in the unorganized sectors. It is a
means of achieving a more equitable distribution of the national wealth by
providing transfer payments to persons most exposed to uncertain or seasonal
jobs. It has the effect, it may be argued, of transferring to persons most prone
to involuntary unemployment, many of whom have less than average education,
some of the income security that others now enjoy as a result of past public
transfers of wealth implicit in the education and training systems. And finally,
of course, unemployment insurance in the broadest sense serves as a major
income-stabilizing element in the economy, safeguarding purchasing power at
critical times, for groups and areas that would otherwise suffer. Indeed, this
stabilizing aspect has been of particular importance recently in certain communi-
ties severely hit by layoffs. In general, then, the system meets these larger
purposes adequately. But, given the vast variety and complexity of labour market
situations, the enormous turnover, and the flows of men and women into and out
of jobs, it would be little short of a miracle if it served all purposes equally
efficiently or if its effects did not sometimes run counter to other often equally
important objectives.

Several recent inquiries have shown that the vast majority of Canadians prefer
work to idleness. We believe that most Canadians affected by unemployment
are well served by the unemployment insurance system and use it honestly.
Inevitably there will be inequities and some persons, including employers, who will
abuse the system. We have observed, for instance, that women, who often have a
less fixed attachment to the labour force, obtain benefits out of proportion to their
unemployment as revealed by the Labour Force Survey. In many cases, jobs
are available but the difficulty is to determine what is “suitable” for women
with child-care responsibilities or inadequate transportation. We have noted too
that, once on benefits, recipients remain unemployed considerably longer than
before the 1971 revisions, even in buoyant years such as 1973. While much of
this may reflect insufficient demand to keep pace with the growth of labour supply,
some at least seems to be attributable to a less-than-vigorous search effort. Persons
who draw high weekly unemployment insurance benefits have little incentive to
accept lower-paying jobs. Moreover, for good or bad, the scheme affects other
areas, and it seems apparent that the automatic escalation of benefits as individual
wages rise will inevitably play a role in forcing up minimum wages and social
assistance payments.

It would, of course, be possible to try to eliminate abuses by cutting certain
categories of claimants or the duration of benefits, or by extending the period
of work before claimants become eligible for benefits. But such recommendations
could prove harmful to persons most exposed to periodic and genuinely involuntary
unemployment. It would seem better to go after “malingerers” more directly. For
this reason we believe that much of the problem of abuse of unemployment
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insurance could be solved by two methods — by tightening administrative efforts
to get persons back to work, and by creating jobs to absorb them. Considerable
tightening has already taken place in administering the 1971 unemployment
insurance revisions, and there have been some legislative changes. In addition,
it may be that more extensive re-interviewing, once a claimant is receiving benefits,
is warranted or that the conditions by which persons are allowed to turn jobs down
should be re-examined.

In this connection we are encouraged by the recent closer liaison between the
Unemployment Insurance Commission and Canada Manpower Centres (cMcs),
which currently come under one Minister, in their dealings with claimants in high-
vacancy occupations. Unemployment Insurance Commission offices receive a daily
list of occupational shortages from Manpower Centres, and claimants in these
occupations are advised to report to a cMcC counsellor within twenty-four hours.
If they fail to report, they are called again and, if their explanation is not satis-
factory, they are disqualified from benefits. According to Department of Manpower
sources, nearly 40 per cent of these claimants do not even show up at their Centres
and, as a result, UIC disqualifications have increased considerably. If extended
to all major cities and towns, the program could probably reduce the number of
beneficiaries by 10 to 15 per cent. The impact on the reported unemployment
rate, as measured by the Labour Force Survey, would be somewhat less clear.

It is evident, of course, that the improvement and extension of facilities for
matching jobs with individuals through Manpower Centres could more effectively
serve not only the unemployed but also those seeking to improve their positions.
Nonetheless, unemployment insurance is now compulsory for virtually all gainfully
employable persons in Canada and, at some time in the future, it might be logical
to establish integrated Manpower-uic Centres to provide complete one-stop ser-
vices for the unemployed and job-seekers.* Indeed, a number of steps are being
taken to link the operation of the uic and Manpower programs, with plans to
locate offices in the same buildings wherever possible. The Minister of Manpower
and Immigration has also suggested harnessing UIC benefits to promote the retrain-
ing of many of the unemployed, and an experiment along these lines has been
initiated in Newfoundland.

For the time being it is important to continue improving the services offered
by the Canada Manpower Centres. Their more than 450 offices throughout
Canada currently place over 1 million Canadians in jobs each year, and they
select and fund close to 200 thousand trainees in full-time training courses. None-

4 It might seem curious for the Council now to suggest such action since, in its First and
Second Annual Reviews, it endorsed their separation. But, at that time, uIiC was available
to only part of the work force, and the then National Employment Service offices did not
have at their disposal the installations and programs now available through Canada
Manpower Centres. See Economic Council of Canada, First Annual Review: Economic
Goals for Canada to 1970 (Ottawa: Queen’s Printer, 1964), and Second Annual Review:
Towards Sustained and Balanced Growth (Ottawa: Queen’s Printer, 1965).
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theless, they are still used by only some employers and for certain jobs, generally
those requiring lower skills.

It has been suggested that Canada might emulate the Swedish system under
which, through the aegis of tripartite labour market boards, employers have
been encouraged, and soon may be obliged by law, to report all job vacancies
to local public employment offices. In fact, however, though Swedish public
employment offices already publicize a large proportion of actual vacancies, they
make only about one out of three of the placements; direct hiring and placements
through unions account for the rest. Thus, despite the virtual ban on competition
from profit-making placement agencies and the benefit of extensive knowledge
about vacancies, the Swedish public employment system does not achieve a sig-
nificantly higher placement rate than Canada Manpower. Nor is it clear what
would be accomplished by forcing employers to register all job vacancies with
cMcs. There would first be the problem of enforcement. Many employers would
probably simply notify a cMc after actually having done their recruiting. And,
given the number of hirings in Canada each year — probably over 5 million — the
results could prove to be an administrative nightmare. Moreover, if applied in
Canada, provincial legislation would be necessary to compel private placement
agencies and union hiring halls to report their job vacancies to Canada Manpower
Centres. Thus, while we would not, without further study, completely rule out
adoption of the Swedish system in Canada, we are not optimistic about the
consequences. On the other hand, we do see a stronger and more formalized
role for employer/labour/government advisory committees to Canada Manpower
at regional and local levels. Such committees could, we believe, make a significant
contribution towards improving cMc services for those who need jobs or training,
and encouraging greater use of cMcs by employers.

We have already cited a number of ways in which these centres are attempting
to render more effective service, both to employers seeking qualified workers and
to individuals seeking jobs, including the increased use of computer installations,
daily open-file printouts of available jobs, and other services. We support the
continued exploration of other options, particularly those that offer promise of
placing before job applicants a more complete array of employment opportunities
than Canada Manpower Centres can now provide.

Among such options might be an experiment in one or more cities of contracting
out to a private firm the task of a Canada Manpower Centre in order to compare
their relative efficiency, particularly with respect to securing more positive responses
from employers. Another experiment suggested in the course of the current
federal-provincial review of social security has been to tie provincial and municipal
social assistance offices more closely to the automated job-data reporting systems
and the procedures of the cMcs. Some re-examination of the Adult Occupational
Training Act, to determine whether adult training funds are being most efficiently
directed or whether the current scales of allowance are appropriate and necessary
to achieve the level of training now under way, also seems warranted. Therefore,
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Recommendation 2

We recommend continued review of the provisions of the Unemployment
Insurance Act and its accompanying regulations and administration. The objec-
tives of the review would be to limit abuses of the Act and its regulations and to
encourage claimants to take available jobs that are compatible with their skills and
abilities. We also recommend continued re-examination of the services offered by
Canada Manpower Centres, with the view to linking these services more effectively
to those of the Unemployment Insurance Commission and increasing the effective-
ness of the training and matching of jobs and workers.

Direct Employment Creation

In this study we have considered mainly the supply side of the labour market.
But the persistently high levels of unemployment that we are currently confronting
also require initiative on the demand side. The real problem is how to generate suf-
ficient impetus to reduce the numbers of persons who are unemployed and drawing
unemployment insurance benefits without simultaneously escalating inflationary
expectations.

If at least a reasonable number of the unemployed are to be channeled to
jobs, these jobs must coincide with their location and their skills. It is not at all
clear that traditional monetary and fiscal measures now provide that type
of selective employment stimulus. Over the next few years, unemployment will
continue to be concentrated among our young people and among the least-
educated, the unskilled, and those in highly seasonal activities. We believe the only
realistic way to offer a positive alternative to their excessive reliance on unemploy-
ment insurance is to aim jobs directly at the problem areas and groups.

In the course of carrying out this study, we have been impressed by two things.
First, although in the large metropolitan areas and cities the average rates of
unemployment are lower than in most smaller communities, in absolute numbers
most of the unemployed are living in or around cities. Second, it is in these same
cities and metropolitan areas that there is a real need for better police protec-
tion, better health care, pollution control, industrial safety, recreational activity,
transportation facilities, and the like, and where the tax base simply does not
provide fully for these services. In short, unmet needs and idle human beings
coexist. With a suitable catalyst, they might well be conjoined productively. By
the same token, taxes that are now channeled to unemployment insurance
claimants might well be more efficiently used to create jobs that help to meet
recognized common needs.

We are aware, of course, that creating jobs will be neither administratively
easy nor financially painless. Indeed, financially, it would probably be cheaper
just to hand out weekly payments through unemployment insurance or welfare
than to engage in building the administrative machinery required locally to
create jobs effectively. However, assuming a reasonable level of administrative
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efficiency and that real needs would be fulfilled, productive employment would
offer substantially more economic benefit than transfer payments, both to the
individuals concerned and to society. For this reason, we believe that any new
federal job-creation program should enlist, and be generated through, existing
provincial and local service and business organizations, which are already aware
of, and responding to, public needs in an accountable and continuous way. We
also believe that if it is to be a productive alternative to unemployment insurance,
it must be accompanied by administrative measures that will effectively redirect
actual unemployment insurance claimants into the jobs created.

In 1975, unemployment insurance benefits totalled over $3 billion, roughly
half of which was financed by general taxation. We believe that a direct frontal
assault on unemployment through the creation of jobs that would substitute for
the idleness that is now supported by unemployment insurance benefits would offer
most Canadians a far more positive and preferable form of public expenditure.
Admittedly, to have the impact we visualize, such a program would not come
cheaply. If, for instance, the objective were to create from 100 to 200 thousand
jobs, the total financial commitment could be in the order of $1 billion. But a
significant portion of this expenditure would be equivalent to normal unem-
ployment insurance commitments; to this could be added a supplement for wages.
Accordingly, we would expect the program to become a continuing, but flexible,
part of the tax and expenditure responsibilities of the federal government.

For most persons, unemployment is not an easy experience. Nor does it normally
last long. Hence any program offering unemployed workers a real alternative
to unemployment insurance must first be designed to accommodate, and indeed
encourage, hiring for short periods of time and turnover of personnel. It would be
unfortunate if the program were to become simply a permanent reservoir for
auxiliary workers who would otherwise search and compete for other available
jobs. The candidates for the jobs must be genuinely unemployed Uic claimants and
permanent members of the labour force; otherwise, the program would become
not an alternative, but an addition, to the unemployment insurance system. On
the other hand, if a job is productive and meets a socially worthwhile need, it
usually implies continuity. The program would thus involve creating continuing
jobs that would be held only for limited periods by each participant, who would
be expected soon to return to a mainstream job. It is also important to such a
program that access to it be closely fitted to the administrative provisions apply-
ing to persons under the uic scheme. For instance, a person’s right to collect
unemployment insurance benefits depends, among other things, upon there being
no suitable job available and, since the creation of such jobs would be the purpose
of the program, some greater flexibility in interpreting “suitability” might be
necessary. Moreover, the program should be attractive enough that no unemploy-
ment insurance claimant would have to be compelled to use it. There should be
sufficient incentive for claimants to take the jobs offered, while continuing to
search for more regular employment.
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From the standpoint of additional services made available, it would be equally
important that expectations not be built up only to have the services discontinued.
This, in turn, suggests the need for administrative control and accountability by
agencies that are themselves self-sustaining. We have in mind, for example,
auxiliary work that could be performed for, and administered by, the Red Cross,
the Crippled Children’s Association, the Canadian National Institute for the Blind,
and other agencies, as well as by municipalities themselves. We also perceive a
need for auxiliary social workers, paramedical workers in hospitals and clinics,
police aides, recreational personnel, road and building maintenance crews, and
day-care attendants. In the main, these are jobs that would not require sub-
stantial amounts of accompanying expenditure on overhead or equipment.

In our view, the jobs created should also be supportive of the traditional com-
petitive elements in society. There are, for instance, broad areas, such as in the
food-producing sectors or transportation, communications, and distribution systems
in which a variety of very useful auxiliary work could be done, that would con-
tribute to lower costs and higher productivity in many business enterprises. In some
areas this could take the form of technical help or supply and marketing services,
such as have been developed, for instance, in the agriculture and fisheries sectors.
With such support, entrepreneurs might be able to offer additional employment to
persons of limited skills or work experience. But under no circumstances should
such persons be considered a continuing source of subsidized labour, to be ex-
ploited by an employer participating in the program. By the same token, it is
equally important that the auxiliary jobs not displace regular jobs that would
normally be fully paid for by employers.

Governments at different levels already contribute to the creation of jobs in many
ways — through public works and direct purchases, through tax deductions and
rebates to reduce business costs or to shore consumer expenditures, through direct
incentive grants to new enterprises, through the direct payment of wage and related
costs of projects established under such programs as the Local Initiatives Program
(L1p) and, until recently, Opportunities for Youth (OFY), to name but a few.
Indeed, it may be argued that a direct employment program, even of the magnitude
outlined here, might well be channeled through the various existing job-creation
initiatives and that there is little need for new instruments to be developed. This
may be so, although it seems to us that for the kind of large-scale program we have
in mind, which would be linked closely to the continuing responsibilities and
purposes of existing public and private agencies, the extent of the necessary
modification of existing federal job-creating programs would transform them into a
totally new scheme.

In addition to oFy, which was cancelled, and LipP, which was cut back substan-
tially late in 1975 and restricted to high-unemployment areas, the Department of
Manpower and Immigration has had other programs, such as LEAP and OUTREACH,
which were designed to create jobs or channel persons into public jobs or training.
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All have been relatively modest and supported individual projects for a short
duration. Nor were they designed to serve as a genuine alternative to unemploy-
ment insurance, although no doubt they did help to reduce the number of
claimants. Similarly, jobs have been effectively created as a result of the industrial
incentive grants provided to newly establishing enterprises by the Department of
Regional Economic Expansion (DREE); however, with a maximum allowable limit
of $30 thousand per job, these may be expensive. Some of the more modest enter-
prises that DREE is assisting in the northern parts of the western provinces, Que-
bec, and the Maritimes offer perhaps a better example of support to small business
enterprises and are akin to the federal and provincial efforts to develop small indus-
tries on Indian reserves and in Métis and Eskimo communities. The new Community
Employment Program (CEP) being developed jointly by the Departments of Man-
power and of Health and Welfare, in co-operation with the provinces, offers a
different route aimed selectively at communities where there are sizable numbers
of welfare recipients. However, CEP is very modest — capable initially of financing
only a few thousand new jobs annually, and calling for rather cumbersome com-
munity boards and co-ordinators to stimulate, supervise, and “evaluate” the
projects.

It might be argued that LIP could be redesigned and financially reinforced to
provide long-term jobs, in line with the need for continuity that we have stressed.
However, the essence of LIP has always been on self-created, locally initiated
short-duration projects, usually developed with the co-operation of municipalities,
often independently of the needs or responsibilities of local service agencies. This
approach runs counter to the continuing auxiliary-job concept we have in mind,
although if LIP were to be revised to provide longer-term jobs, some reconciliation
of the two approaches would undoubtedly be possible. However, it is perhaps
worth re-emphasizing a point made earlier. The auxiliary-job program is not
intended as a special measure to offset cyclical unemployment. Rather it is intended
as a permanent instrument, providing a positive alternative to idleness for many
who would otherwise draw unemployment insurance.

It is interesting to note some recent experiments involving the use of uic funds.
At a textile mill in St-Jérdme (near Montreal), for instance, workers were allowed
to use their uic benefits, supplemented in some cases, to support their efforts to
purchase and reopen a plant that had closed down. In Newfoundland, claimants
are taking vocational training while drawing their benefits, which are “topped up”
with additional training allowances. Similar options might be adopted in a direct
employment-creating program in which the auxiliary jobs created could be funded
by unemployment insurance payments, topped up by administratively predetermined
amounts. The auxiliary jobs would thus be somewhat akin to adult training, in the
sense that they would have a finite duration, and participants would receive
payments composed of unemployment insurance benefits plus an additional allow-
ance to serve as an incentive premium.
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It is not clear at this time what federal agency or combination of agencies might
most appropriately develop and administer a program of the kind we are suggest-
ing. Undoubtedly, it would have to be very closely linked with the individual inter-
viewing, reassessment, and automated data processes of the uic. On the other
hand, the Department of Manpower and Immigration also has offices throughout
Canada and ties with UiC and local employers. Most of the candidates for a direct-
employment program already go to cMcCs in the normal course of events, and we
would expect cMc counsellors to be responsible for finding mainstream jobs for
those claimants who accepted the “auxiliary” jobs. By the same token, however,
we can see the need for very close federal-provincial co-operation if at least a
substantial part of the program is to be financed by conditional grants to provinces,
municipalities, recognized social service agencies, and participating business enter-
prises of the kind with which DREE has had long experience. Certainly it would
seem to us that joint federal-provincial auditing might be needed to reinforce the
sponsoring municipalities and organizations in monitoring the additional payroll
costs funded under the program.

The suggestion we are advancing here — a direct employment program fitted to
the needs of community organizations and employers, supportive of their purposes,
designed as an alternative to unemployment, and funded in part by unemployment
insurance benefits topped up by additional amounts — at least initially would
require earnest and extensive planning and administrative effort. As mentioned,
there would be real administrative difficulties, which we do not dismiss lightly.
Nonetheless, if the will is there, we believe these difficulties can be surmounted.
Finally, we emphasize that no program of this kind should go forward without
having enlisted in advance the co-operation of all participating parties and organi-
zations, including appropriate labour and management agencies. Therefore,

Recommendation 3

We recommend that the federal and provincial governments take steps im-
mediately to develop a program to create continuing auxiliary jobs linked to the
unemployment insurance system and aimed particularly at groups and areas faced
with high unemployment. It would work through conditional grants to the prov-
inces, municipalities, social service agencies, and participating business enterprises,
and would be available to persons who would normally be eligible for unemploy-
ment insurance benefits.

Special Groups

The direct-employment initiatives that we recommend could provide jobs for a
great many persons who would otherwise draw unemployment insurance benefits
sometime during the year. We believe, nonetheless, that there is still room for
making more effective use of certain of our labour resources. For example, there

.
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are persons in outlying areas who would like to work but see no opportunity to do
so. And there are groups — young people, women, the handicapped - for whom
some additional help is needed. Indeed, this issue may become particularly impor-
tant in a few years’ time when the natural growth of our labour force will be
tapering off.

As minimum and other wages continue to rise, it becomes increasingly costly to
employ or hire persons who, through inexperience, inadequate skills, or physical or
other disabilities, have limited productive capabilities. Unless protected by seniority
clauses or other arrangements, they are frequently the first persons laid off and the
last rehired when activity picks up. And, while many employers are genuinely con-
cerned about helping persons with special needs and, in turn, have been rewarded
by their loyalty and steadfastness, we believe that more can be done by all.

We have referred to high initial levels of unemployment among our young
people. Many now enter the labour force with little appreciation of the world of
work. Part of the job dissatisfaction of some young people seems to reflect a mis-
matching of their educational training and expectations with the realities of the
jobs they are offered. There seem to be widespread misgivings, too, about the
calibre and effectiveness of guidance and counselling at the secondary school level.
On the employer side, the frequent insistence on experience, even when of ques-
tionable necessity, aggravates the difficulties of young people moving into employ-
ment. Efforts are already under way in some colleges and universities to provide
for a smoother transition from school to work. In Western European countries
there are other schemes that might be adopted in Canada. In the United Kingdom
and West Germany, for example, a day-release system allows young workers to
continue in secondary school even after taking a job. Senior students in Sweden are
placed with employers for a few school weeks to learn how the enterprises function
and, in West Germany, about 60 per cent of males in the 15-19 age group become
apprentices in a wide range of trades and occupations.

We refer in Chapter 9 to the view of some participants at the 1974
National Economic Conference that children should be exposed to blue-collar
skills from the earliest stages of their educational experience. We believe that
provinces could usefully review their curricula and guidance activities, drawing
directly on local employers and unions to help facilitate the transition from school
to work. In this connection, new initiatives by the Department of Manpower and
Immigration and provincial departments of education and labour are important.
Employers, too, should be reviewing their hiring requirements to make sure they
are keeping pace with the abilities of the young people they hope to attract.

Women are another group requiring special attention. They have been entering
the labour force in increasing numbers over the past two decades, in response par-
ticularly to available jobs in retail, service, and professional and related occupa-
tions. In the process they are contributing to family income and helping to raise
per capita real incomes. The evidence is that more would work if there were
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opportunities to do so while fulfilling their family obligations. Indeed, the numbers
of women describing themselves as unemployed or underemployed in the 1971
Census were in some regions almost double those reported unemployed in the
monthly Labour Force Survey, where “unemployed” and “actively seeking work”
are more stringently defined. These figures suggest a wellspring of potential labour
services, particularly in many rural or outlying communities where female participa-
tion rates are very low.

For some women with children, the problem is one of balancing family commit-
ments with their desire for gainful employment of some kind. This may require
work opportunities not bound to traditional hours or days per week, as well as ade-
quate facilities for the care of their children. It suggests to us too that, in the plan-
ning and development of new and sometimes isolated communities, more attention
should be given to investment that will create a balanced number of jobs for both
women and men.

Changing mores and the higher incidence of marriage breakdown have left more
divorced, separated, or abandoned mothers to raise their children alone. Between
1961 and 1971 the number of female-headed families with children increased by
60 per cent, compared with a 20 per cent increase in the number of all families
with children. It may be preferable for these mothers to stay at home, on welfare if
necessary, when their children are very young. But continued reliance on welfare is
personally debilitating and, once the children are in school, the evidence is that most
women want jobs of some kind. We support the views expressed by both federal
and provincial Ministers of Welfare during their discussions of a guaranteed annual
income that incentives and opportunities are needed to enable persons to work at
least part-time without jeopardizing their right to social assistance. We believe, too,
that the Ministers could go further and review their regulations and funding priori-
ties with the idea of meeting the needs for day-care facilities for working parents,
subject to the desirability of full recovery of costs from those who can afford it. In
this connection, provinces might also re-examine their legislation to ensure that
adequate income and protection is available to domestics who care for households
in the absence of working parents. Individual firms, too, should take more initiative
to provide day-care facilities for their own employees.

A third group, whose productive capabilities are not being adequately tapped,
are some of the physically and psychologically handicapped, and some among our
older members of society. This group represents a very sizable proportion of welfare
caseloads. It has been estimated, for instance, that persons with disabilities of one
kind or another account for about 3 per cent of the population. Canada’s record on
vocational rehabilitation — the provision of sheltered workshops and paramedical
services that allow people to return to the labour force — is not a proud one by
comparable standards. Considerable efforts have been made by voluntary organiza-
tions such as the Canadian National Institute for the Blind. But more initiative is
required. Public efforts are channeled mainly through the shared-cost Vocational
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Rehabilitation for Disabled Persons Act, but annual federal-provincial expenditures
have been limited to about $15 million. Sweden, through her sheltered workshops,
special aids and training for the handicapped, and her archives program for older
workers, spends many times more per capita on her handicapped or relatively dis-
advantaged persons than does Canada. The U.S. federal government alone spends
more than four times as much per capita on vocational rehabilitation services as the
Canadian federal and provincial governments combined.

Qur recommendation to create direct employment could provide the basis for
help, by means of conditional grants, to the various public or voluntary agencies
that provide persons with sheltered employment or related social and therapeutic
assistance or that encourage the creative development of untapped talents and
resources. But, in the case of the physically disabled, more specific initiatives may
be needed.

While some employers have shown a very positive attitude towards the hiring of
older or partially disabled persons, others have not. This raises the question of what
responsibilities they should be expected to carry. Should they provide working
facilities, at their own cost, for those among the handicapped who want to work
and could with some assistance? Alternatively, should this cost be borne by govern-
ments through publicly administered workshops and subsidies to employers? We
believe there are responsibilities on both sides. Similarly, what should be their
responsibilities to older persons for whom the immediate costs of pensions may
substantially exceed those for younger workers? We hope that the federal and
provincial governments will increase the resources now available under the Voca-
tional Rehabilitation of Disabled Persons Act and take initiatives to increase the
number and diversity of projects and working opportunities for handicapped per-
sons. This might involve as well a review of existing legislation to consider, on the
one hand, the provision of subsidies to employers providing working facilities for
specified handicapped individuals and, on the other hand, the enactment of regula-
tions encouraging employers of larger establishments to hire a stipulated ratio of
handicapped persons. And, over and above special measures for their employment,
the extension of more general arrangements, such as the provision of ramps and
related facilities, would undoubtedly facilitate the working lives, and indeed the
daily lives, of the handicapped.

It might be noted that employers are sometimes discouraged from hiring persons
with disabilities because they may be safety risks or more prone to industrial
hazards. Hence efforts that are made to promote the hiring of physically or other-
wise disabled persons should take account of whatever Workmens’ Compensation
or industrial safety regulations and laws apply. Legislation and incentives alone are
not, of course, enough. It is equally imperative that employers and unions, in both
the public and private sectors, harmonize their efforts to develop working environ-
ments that are responsive not only to the physical limitations of the disabled or
older employees, but also to the special needs of women with families.
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In raising the issue of where such responsibilities lie, we are mindful of the situa-
tion of an analogous group, including many native persons, who lack jobs not be-
cause of personal disabilities, but simply because they live outside the geographic
reach of the labour market. Here, too, we believe that there are responsibilities at
the private and public levels to provide positive work opportunities for this group.
In many cases, the individual malaise is particularly acute because families are large,
health facilities are inadequate, and no employment opportunities exist locally for
potential income-earners. Therefore,

Reconumendation 4

We recommend that the private sector, including enterprise and labour, and all
levels of government review their efforts and funding priorities with a view to en-
riching the opportunities, career content, flexibility, and productivity of the work
environment for young and older workers, women with young children, and per-
sons who are physically or otherwise handicapped or disadvantaged.

Industrial Relations

In the course of this study we have observed with some disquiet the growing
incidence of industrial disputes and the fact that, on average, the length of time
required to settle strikes in Canada is three times that in most other western indus-
trialized countries. We observed, too, that until relatively recently most strikes in-
volved companies and unions in the private sector, and the effects of the strikes
were limited largely to the parties directly involved. However, over the last few
years the curtailment of public and quasi-public services, such as transportation and
communications, education, health care, and public utilities, has seriously affected
third parties — either the public in general or particular segments of it, including
other workers and union members.

On a narrower front, it seems fair to observe that job security, safety, griev-
ance, and related provisions in Canada have emerged primarily through the col-
lective bargaining process. Most of these elements accrue formally only in the
organized sectors. Governments, through standards legislation, have been called
upon in all provinces to provide at least a minimum of corresponding protection for
unorganized workers.

The right to bargain collectively applies to almost all employed workers who
are not deemed to be part of management. This dividing line may sometimes be
restrictive — in the case, say, of sales persons on commission or certain other
white-collar workers. Moreover, in some jurisdictions there are a few groups
that are denied the right to organize. Agricultural workers in some provinces,
for instance, are not only prevented from making collective bargaining arrange-
ments, but they are also denied protection under provincial minimum-wage




[ndustrial Relations S1

legislation. In most provinces, moreover, labour standards are not enforced
vigorously enough to provide the protection that unorganized workers warrant. We
believe that provincial governments should review their legislation and the resources
of their labour departments with a view to extending and tightening enforcement of
employment, health, and safety standards, and the application of minimum wages
for all employed workers. We also believe that, in some jurisdictions at least, there
would be value in establishing or reinforcing procedures to facilitate the hearing and
settlement of appeals on alleged violations of federal or provincial labour legisla-
tion affecting persons outside the ambit of collective bargaining. Strict application of
the law could, of course, result in increased payroll costs for firms that remain com-
petitive only by virtue of low pay and poor working conditions; but this, in our
view, is a price Canadians would be willing to pay.

There are a number of other institutional arrangements that impede the effec-
tive utilization of labour. For instance, we have noted that turnover rates are sub-
stantially higher in Canada than in other western nations. Traditionally, as part of
its prerogatives, management has claimed the right to hire and discharge workers,
and only recently have restraints been introduced to the arbitrary dismissal of
employees without compensation. We believe, however, that some employers have
used the availability of unemployment insurance as an excuse to divest themselves
of responsibility for the job security of some of their employees, particularly those
hired and laid off seasonally. Some could undoubtedly rearrange their production
to eliminate unnecessary hirings and dismissals. Both Sweden and France have
recently adopted seniority and severance pay legislation designed to discourage dis-
missals without compensation and to encourage more permanency in employer/
employee relationships. Federal and provincial labour departments might look
again at the extent, adequacy, and uniformity of regulations for the advance notice
of layoff or dismissal and for severance pay.

There is also the question of a growing compartmentalization of employment that
is apparent in the tendency for employers, professional associations, and licensed
groups to establish unnecessary skill requirements or other barriers to jobs. This
is apparent in the tendency for employers, professional associations, and licensed
fications imposing high entry requirements prevent upward mobility and, as a
result, raise overall health care costs. But such barriers are prevalent, as well, in
other professions and the skilled trades. It extends, for instance, into the systems of
apprenticeship and trades certification and, at the working level, to jurisdictional
issues involving different or overlapping skills. Indeed, the need to curb excessive
compartmentalizing and to secure more flexibility in training options and skills was
the focus of study of a recent Ontario Task Force Report on Industrial Training.5
It is also an issue of concern to the Department of Manpower and Immigration.

5 Ontario, “Training for Ontario’s Future,” Report of the Task Force on Industrial Training,
Toronto, 1973.
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And when the question was discussed at the manpower workshops of the 1974
National Economic Conference, the conclusion was reached that

in the longer run, all industries should be looking to themselves to eliminate artificial
work barriers, and to do the training to facilitate less costly systems of delivering goods
and services, using more flexible work scheduling and improved systems of career
planning.®

In this connection, we have found very interesting the operations of the Office
des professions du Québec, which was created in 1973 to administer the “Profes-
sional Code,” a law governing all questions related to professional practice in Que-
bec. The Office and the Code are the main instruments used to administer and co-
ordinate access to, and the practice of, the thirty-eight restricted professions in that
province.

The issue emerges also in related matters involving job restructuring and job
enrichment. We are encouraged by the joint efforts of some employers and unions to
reduce unnecessary rigidities in work structures and to participate in the changes
that are being adopted to improve job satisfaction. By the same token, we share
their concern that seniority be protected and that employers be encouraged to
design jobs and schedule output so as to provide as much continuity of employment
and as few layoffs and dismissals as possible.

Another area more directly concerned with the general subject of health is the
need for greater protection against industrial diseases. Recent dramatic findings in
the asbestos industry highlight the problem of health hazards that persist in the
mining industry generally and many areas of manufacturing. And, while it is true
that safety standards designed originally to prevent accidents have been broadened
in recent years to help prevent other health hazards, this area is regarded primarily
as a provincial concern, and standards and their application vary from province to
province. Federal involvement is divided among a number of different departments
and branches. Moreover, little emphasis has been placed on research and training
in the field of occupational health protection in Canada; most of our standards
were developed in the United States or the United Kingdom. The study of such
problems is left mostly to the initiative of part-time researchers in universities, and
there is no institution in Canada that turns out industrial hygiene inspectors. While
much of the responsibility in this field lies with the provinces, there would, in our
view, be value in the federal government taking the lead, by consolidating its
occupational health activities into a single department and by sponsoring research
programs designed to improve, and provide more uniformity to, the occupational
health standards administered in both federal and provincial jurisdictions. There
would also seem to be value in federal-provincial collaboration in the development
of training programs for the administration of occupational health standards.
Therefore,

6 Priorities in Transition, Proceedings of the National Economic Conference, Economic
Council of Canada (Ottawa: Information Canada, 1975), p. 82.
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Recommendation 5

We recommend that federal and provincial governments, in conjunction with
labour and management, accelerate their efforts to reduce discriminatory entry
barriers to jobs; to ensure adequate standards of employment and income for unor-
ganized workers, including the removal of barriers to collective bargaining, the ex-
tension of minimum-wage coverage, and notice and severance pay in the event
of layoff,; and to provide better protection against occupational health hazards.

Since the beginning of the research related to this report, dramatic changes have
occurred in the pace of economic activity and in inflationary expectations within
virtually all western countries. Canada, being a nation profoundly affected by inter-
national conditions through extensive foreign trade and exchange relationships, has
felt the repercussions and experienced its own pattern of rising unemployment,
increased prices, and rounds of labour market confrontation. It was in response to
these developments and in keeping with parallel remedial actions taken by many
western countries that the Canadian government, only a few months ago, announced
its current prices and incomes guidelines policy aimed at restraining inflation and
restoring a more favourable environment for economic expansion. In short, eco-
nomic and institutional events in Canada have moved very fast and will likely con-
tinue to do so, creating new problems and new challenges. These in turn may alter
the circumstances surrounding the manner and timing of adopting the initiatives
suggested here. Nonetheless, while acknowledging Canada’s current macro-
economic difficulties, we believe that the issues we have raised in this report are
important and that the implementation of our recommendations would enable the
Canadian labour market to operate in a more balanced and humane manner.

The recommendations are concrete and realistic. Indeed, for the most part, they
are in keeping with initiatives that may already be under way, including those to
improve the measurement and understanding of unemployment, to render job-
matching and market institutions more effective, to provide support for certain less
favoured groups, and to enlist the co-operation of labour, management, and the
different levels of government. One of the real difficulties associated with periods
of restrained economic growth and high unemployment is that heavy unemploy-
ment insurance expenditures drain government financial resources that could other-
wise be used to create employment. Our recommendation for a program of auxiliary
jobs, conjoined with the payment of unemployment insurance, represents an attempt
to cut through this difficulty and to give Canadians a more positive and rewarding
alternative; it is also in keeping with the manpower proposals very recently endorsed
by the Ministers of Labour and Manpower of the Organisation for Economic Co-
operation and Development.
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RECENT DEVELOPMENTS IN THE
CANADIAN LABOUR MARKET

In this chapter we review recent developments in the Canadian labour market with
a view to providing preliminary perspectives on our unemployment experience.
We start by asking the usual questions: How has Canada fared in relation to other
western nations in such matters as employment, unemployment, and productivity?
And what has happened with respect to employment and unemployment in the
various sectors of our economy, the main occupations, and the regions? We then
examine the main influences on the growth of Canada’s labour force and the changes
in its composition: the flows of immigrants into, and emigrants from, Canada;
the rise in the propensity of Canadian women to work and in their participation
rates; and the impetus generated by youth entering the labour force for the first
time.

We have not, however, attempted to analyse the fundamental elements con-
tributing to the aggregate demand for labour in Canada — such as the rate and the
locus of public and private investment — and how these may affect the overall level
of unemployment and the unemployment rates of particular groups or areas.
Demand factors have taken on a new complexity, interrelated as they are with inter-
national inflationary pressures and uncertain price and employment expectations on
all sides. Moreover, other ongoing work at the Economic Council is examining
demand management, price pressures, the need to increase capacity and investment,
and the interrelationship of these factors with longer-run developments on the
labour supply side.! We are also aware that our discussion of regional development
is altogether too brief; however, more exhaustive regional studies are under way
in the Economic Council and will, we expect, clarify many of the elements con-
tributing to regional unemployment differentials.

1 See, for example, Economic Council of Canada, Twelfth Annual Review: Options for
Growth (Ottawa: Information Canada, 1975).
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The Unemployment Issue

It is generally accepted that over the past few years the labour market in Canada
has behaved in a somewhat perplexing fashion. Until well into 1974, when signs of
a cyclical slowdown began to appear, demand was strong in the economy, real
output grew steadily, consumer spending was buoyant, and employment increased
at a rapid pace. Yet the average annual unemployment rate remained relatively
high, declining only a few points from 6.4 per cent in 1971 — the highest in ten
years — to 6.3 per cent in 1972 and 5.6 per cent in 1973, a year of very rapid
economic expansion. In 1974, with somewhat less real growth in the economy,
it averaged 5.4 per cent, rising by mid-1975 to over 7 per cent. This situation has
created widespread disquiet, for at least two reasons: first, unemployment has
traditionally meant economic hardship; and, second, high unemployment is usually
associated with slackness in the productive capacity of the economy.

Yet throughout this recent period we have seen escalating prices and profits and
evidence of considerable shortages of labour — phenomena that would normally cast
some doubt on the relevance of the unemployment data and on the use of the aggre-
gate unemployment rate as a valid measure of economic hardship. It has also been
suggested that, within limits, high unemployment rates no longer necessarily signal
a slump in total demand within the economic system, since the “trade-off” between
unemployment and inflation seems to have shifted substantially in recent years.
This shift implies that demand stimuli that would have brought unemployment
rates down to quite low levels in the fifties and sixties no longer have that effect.
Moreover, inflationary impulses are triggered more quickly now by an increase in
real demand. What has happened?

It is perhaps germane to recall a few of the issues of the early 1960s, when
unemployment rates were also high (see Table A-1). Concern was expressed then
about Canada’s growth potential, particularly since our productivity levels and
incomes were about 20 per cent below those in the United States. At least part of
this differential was alleged to be due to qualitative differences in the two labour
forces, since the average Canadian had two fewer years of formal schooling than
his U.S. counterpart. Related worries were also manifest about structural unemploy-
ment resulting from the growing obsolescence of old skills in the face of new job
requirements. As the decade advanced and the economy moved out of its slump,
these anxieties were translated into concern about shortages of skilled manpower,
on the one hand, and the need for investment capital in slow-growth areas on the
other. Traditional monetary and fiscal measures, it was suggested, were too blunt
to overcome the difficulties of the groups and areas most prone to unemployment.
The upshot was a major expansion of federal-provincial expenditures in the 1960s
to encourage education, adult training, youth employment, and regional develop-
ment.

Today, with educational attainments in Canada approaching those in the United
States, and with arrangements that enable thousands of Canadians each year to
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renew their skills and to find worthwhile work, we seem even further removed from
the dual objective of full employment and reasonable price stability than we were
when these programs were first launched. Why has recent unemployment proved
so difficult to reduce? And why does the Canadian economy now appear to oper-
ate at full capacity when less than 95 per cent of its labour force is employed?

Some Traditional Comparisons

Traditionally, Canada exhibits a higher unemployment rate than most, if not all,
western industrialized countries (see Chapter 10). Of course, differences in that
rate must be viewed in the perspective of conditions in their respective labour
markets and social and economic institutions.

In countries where most of the work force is organized, continuity of employ-
ment and the allocation and training of manpower, for example, may well be
subject to collective bargaining or may be worked out through tripartite (govern-
ment, labour, management) co-operation. Indeed, in many European countries,
tenure arrangements and job security have long been subject to rather elaborate
protective legislation, while in North America they have been left largely to collec-
tive negotiation. Only in recent years have the Canadian provinces legislated man-
datory advance notice requirements when jobs are to be terminated. By and large,
Canadian legislation permits employers, subject to correct notice, to dismiss em-
ployees at will; and there is no legislative provision, as in some European coun-
tries, for employee appeals against “unfair” dismissals.2

A second contributing factor is, of course, the Canadian climate. The severity
of winter and the amplitude of the seasonal variation of employment are greater
than in almost all other western industrial nations, save perhaps Norway and
Sweden. Between February and mid-summer, roughly one million additional jobs
emerge, only to disappear at the onset of winter. This seasonal job expansion
coincides with our long summer education breaks — another phenomenon not
shared by all other countries — which increase the size of our work force between
May and September by about 7 per cent, or 700 thousand young men and women.
In the process, as both labour supply and demand expand and contract seasonally,
most of the winter unemployed and most students find jobs in the summer, but
many face unemployment as warm-weather activities slacken.

And, of course, Canada’s very large land mass, the tremendously variegated
regions, and the geographic dispersion of our large urban communities greatly in-
fluence our overall labour market activity. Job opportunities and local labour forces
do not necessarily expand or contract at the same rate or in the same places, lead-
ing to higher than usual unemployment in some locations and labour shortages in

2 On the other hand, many collective agreements in Canada provide for such a procedure,
in which case the dismissal can be challenged as a grievance and reviewed by labour and
management.
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others. Similar problems also occur with the growth of different industries and
occupations and with the corresponding matching or mismatching of the changing
skills and capabilities of the available work force.3

Perhaps as a consequence of all these factors, the Organisation for Economic
Co-operation and Development observed in 1965 that hiring and separation rates
were higher in Canadian enterprises than in virtually all of the leading European
countries and the United States. In manufacturing, Canadian separation rates for
quits and layoffs were 20 per cent higher than those in the United States, 50 per
cent higher than in France, and triple the rates in West Germany.*

Chart 4-1
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Sourck Organisation for Economic Co-operation and Development, National Accounts of O.E.C.D.
Countries, 1960-1970 (Paris: OECD, 1972); 0kcD Economic Surveys: Canada (Paris: 0EcD, 1973);
and Main Economic Indicators (Paris: oEcD, 1975).

3 In Chapter 10 we attempt to gauge statistically the extent to which regional, industrial,
and occupational shifts have affected aggregate unemployment rates in Canada in recent
years.

4 Organisation for Economic Co-operation and Development, Wages and Labour Mobility
(Paris: OECD, 1965).
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Chart 4-2

A further source of concern about the labour market situation is related to
Canada’s disappointing productivity performance. Overall, this country has main-
tained relatively strong growth in output of goods and services throughout the
period since 1961, and the pace of expansion in gross domestic product (GDP)
was exceeded by only two other oEcp countries (Chart 4-1). However, when we
compare Canadian increases in output per man-hour — a usual measure of produc-
tivity ~ with comparable data for other countries, our position is a lot less satis-
factory. Indeed, for some time now, Canada has registered a slower rate of increase
in output per man-hour than almost any other advanced nation, with the main
exception of the United States. To some degree this may be partly a problem of
measurement: the more highly developed an economy becomes, the greater the
share of employment in service activities, whose productivity changes are
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notoriously difficult to calculate. Nevertheless, recent experience in western
countries has been striking (Chart 4-2).5

Chart 4-2 also indicates that output growth in Canada has derived mainly from
employment expansion rather than from productivity increases. Canadian employ-
ment rose by an impressive 43 per cent between 1963 and 1973, compared, for
example, with 26 per cent, 15 per cent, and 6 per cent in the United States, Japan,
and Sweden, respectively, and with slight net declines over the same period in the
United Kingdom and West Germany.

Employment Trends

The close relationship between aggregate output and employment is depicted
in Chart 4-3, which shows that, while real domestic product (rRDP) rose from

Chart 4-3
Real Domestic Product, Employment, and Productivity, 1961-73
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5 See also Economic Council of Canada, Looking Qutward: A New Trade Strategy for
Canada (Ottawa: Information Canada, 1975), Chapter 3.
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$35.5 billion in 1961 to almost $70 billion in 1973, employment rose in the same
period from about 6 million to 8.8 million persons. The link in this relationship is,
of course, productivity, and the bars at the foot of the chart trace the trend of
output per employed person over the period. The relationship between aggregate
demand, output, and employment is dealt with in more detail in Chapter 11. Here
it suffices to say that these developments contain interesting implications for the
process of job creation through the usual market mechanisms. With RDP per
person employed at a level of $5,900 in 1961, a $1-billion additional amount of
RDP would have created an additional 171 thousand jobs. In 1973, by contrast,
a similar addition® to RDP would have yielded only 125 thousand extra jobs.

While employment gains have constituted one of the outstanding features of the
Canadian labour market in recent years, they have not been equally distributed
among age-sex groups, industries, or occupational groups. The employment of
women and young people has expanded remarkably, paralleling the rapid labour
force increases of these groups. Employment of males increased by 36 per cent
between 1961 and 1974; that of women, by 89 per cent; and that of young people |
(14-24 years old) of both sexes, by 91 per cent.

Chart 4-4 outlines the distribution of employment by industry. Manufacturing,
the second largest employer of labour, lost ground — from 24 per cent of total
employment in 1961 to 22.5 per cent in 1974. Service industries” expanded during
the same period to account for 37.4 per cent of total employment. An interesting
corollary of the relative expansion of employment in the service sector is the
growth in part-time employment (Table 4-1). In aggregate, part-time employment
now accounts for around 12.5 per cent of total employment, compared with less
than 4 per cent in 1953.

Table 4-1
Part-Time Employment! as a Percentage of Total Employment, 1953, 1963, and 1973

Young workers

Males Females (14-24 years)
1953 1.8 10.7 n.a.
1963 4.3 21.5 13.9
1973 6.0 24.6 20.5

n.a. — not available.
1 Part-time workers are defined as those who normally work less than thirty-five hours per week.
SoUrRCE Based on data from Statistics Canada.

6 This would be over $1.5 billion in current dollars.

7 Defined by the Labour Force Survey to include community, business, and personal services;
finance, insurance, and real estate; and public administration. This differs slightly from the
National Accounts definition and that used by the Economic Council in its publication,
Looking Outward, where “services” is used as a synonym for all tertiary sector enterprises.
It should also be noted that the service and recreation occupational category differs some-
what from the industrial service category.
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Chart 4-4
Distribution of Employment and Unemployment, by Industry, 1961 and 1974
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Most striking of all, perhaps, is the decline in employment in primary industries —
agriculture, forestry, fishing, trapping, and mining. Employment in agriculture
has almost been halved since 1951, and this industry’s share of total employment
has fallen from 18 per cent in 1951 to about 5 per cent in 1974.8 Moreover, a
1970 survey showed that only half of all farm operators in Canada identified self-
employment in farming as a major source of income; indeed, wages and salaries
and other non-farm income through self-employment provided close to 60 per cent
of the income of farm families. Mining and much of the forestry industry have
experienced progressive modernization and higher productivity. In the process,
heavy equipment, new types of conveyors, and pneumatic drills have displaced

8 While the number of farms has decreased considerably during this period, acreage has not.
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many of the relatively unskilled workers. Employment in forestry has declined
in absolute numbers, and in mining it has grown very slowly.

These substantial shifts in employment by industry are reflected in the
occupational distribution shown in Chart 4-5. Close to half of all jobs are now in
office and professional occupations; another quarter are held by craftsmen and
production process and related workers. By contrast, the proportion of jobs in
primary, labourer, and transportation and communications occupations has
decreased since 1961.

Chart 4-5

Distribution of Employment and Unemployment, by Occupation, 1961 and 1973
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How has unemployment been distributed by occupation? While 1961 and 1973
are not absolutely comparable, because 1961 was the trough of a business cycle
and 1973 was a relatively peak year, nonetheless what stands out is the relative
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increase in unemployment among clerical and professional workers, sales person-
nel, and new labour market entrants, and the relative decline among labourers and
those in primary and construction activities.

It is apparent, also, that Canada’s employment growth has not been distributed
evenly among the regions. Chart 4-6 shows, for example, that employment has
grown almost three times as fast in British Columbia as in the Atlantic provinces.
Quebec experienced a rapid rate of growth in the early sixties, followed by some-
what slower growth until 1972. Ontario’s employment growth, though less spec-
tacular than that of British Columbia, has generally followed a smoother course
than that of any other region.

Chart 4-6
Index of Employment, by Region, 1953-74
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The persistent regional growth differentials in Canada appear to stem from a
number of causes, which include, in particular, the complex and interrelated dif-
ferences in the composition of the labour force by education, occupation, and age;
differences in the seasonality of labour demand; and differences in behavioural
characteristics, which affect participation and turnover. Moreover, the lack of an
adequate manufacturing base in the Prairies and the Atlantic provinces means that
many of the usual stimulative effects of new investment on local supply indus-
tries instead flow back to the central regions. We found, for example, in our recent
study of the construction industry® that, even in such a highly localized industry,

Chart 4-7
Birth Rate and Natural Labour Force Growth,1 1921-73

Live births per

1,000 population

Per cent

30 — — 2.5

Birth rate

= == Natural labour force growth rate
« 0.5

15/=—

Coenp b eede pe e o bereed et sl g obepethi

1921 1925 1930 1935 1940 1945 1950 1955 1960 1965 1970 1973

The annual percentage change in the natural-increase component of labour force growth was estimated
by subtracting the growth components resulting from changed participation rates from the previous year
and from net immigration (assumed to be one-half of total net immigration) from total labour force
growth.

SourRce Based on data from Statistics Canada, Department of Manpower and Immigration, and the Bank

of Canada.

9 Economic Council of Canada, Toward More Stable Growth in Construction, Report of the
Study on Cyclical Instability in Construction (Ottawa: Information Canada, 1974), p. 129.
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69 per cent of all materials used in the Atlantic region came from the two central
provinces. Quebec imported 23 per cent of its construction materials from Ontario.
While, admittedly, construction is not representative of all industries, this type of
leakage of secondary demand and employment to the stronger provinces is wide-
spread and has undoubtedly contributed to the stronger rates of growth in the
central provinces and British Columbia. The upshot is that, even if there were a
demand stimulus sufficient to lower the overall Canadian unemployment rate to
4 per cent, with present regional patterns the rate would be in the range of 8 per
cent in the Atlantic provinces, 6 per cent in Quebec, and below 3 per cent in
Ontario.

These patterns of employment growth have interacted with certain developments
on the supply side to produce the unique levels and distribution of unemployment
in our labour market today. In large measure, rapid growth in the Canadian
labour force, which started in the mid-1960s, resulted from the maturing of
young people born during the so-called postwar “baby boom” years (Chart 4-7).
Another factor entering increasingly into the labour supply picture is the growth in
participation rates — that is, the proportion of people in working-age groups
(14 years and over) who take jobs outside the home. The overall participation rate
in Canada rose from 53.8 per cent in 1963 to 58.3 per cent in 1974, reflecting some
pronounced changes in the level of involvement in the labour force among different
age-sex groups. Together with the continuous net flow of immigrants, the demo-
graphic bulge in the working-age population and the growth in participation rates
have meant that the Canadian economy has had to generate a sharp expansion in
the number of jobs simply to match the annual increment of Canadians seeking work.

Immigration

Immigration has been an important factor in the enlargement of the labour force
(Chart 4-8). Since the end of the Second World War, Canada has absorbed about
five times as many immigrants annually, in relative terms, as the United States and,
indeed, more than any other country in the world, except Israel. About half of all
Canada’s immigrants are destined immediately for the labour force, and more than
half settle in three major cities — Toronto, Montreal, and Vancouver.

The other side of the coin, of course, is emigration. In the early 1960s emigration
rates were higher than at any time since the Second World War. Whereas over
1.4 million immigrants entered Canada in the sixties, over 800 thousand Canadian
residents emigrated. Roughly half of them went to the United States. However,
since the introduction of new restrictions into the U.S. immigration laws a few
years ago, the rate of emigration to the United States has been roughly one-third
the average flow of the late fifties and early sixties; in 1974, only 12,300 Canadian
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residents emigrated to the United States compared with an inflow from there of
30,400 (Chart 4-9). If this changing net migration balance with the United States
persists, we may anticipate a somewhat larger net effect of immigrants on the
Canadian labour force in the years ahead.

Clearly, immigrants have profoundly influenced the growth and character of
the labour supply in Canada, accounting for roughly one-third of the annual increase
in the work force throughout the whole postwar era. This situation may change as
we enter the 1980s.10

Chart 4-8
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10 The federal Green Paper on Immigration provides detailed information on the flows of
foreign-born to Canada, the evolution of immigration policy, and the recent patterns of
immigrant settlement within the larger framework of Canada’s overall population objectives
and urban and regional development; see Department of Manpower and Immigration,
Report of the Canadian Immigration and Population Study (Ottawa: Tnformation Canada,
1975), 4 vols. We return to some of these issues in Chapters 7 and 11.
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Chart 4-9
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Participation Rates

Chart 4-10 illustrates the year-by-year growth of the work force from 1954 to
1974, broken down by that attributable to increases in the working-age population
(native-born and immigrant) and to changes in the participation rate. The
importance of the latter is notable especially in periods of economic expansion, such
as 1956-57, the mid-1960s, and 1971-74. Its significance in this last period, and
especially after 1973, suggests that some new elements may now be present in the
labour market.

Certainly one characteristic of the recent upsurge in participation rates is that
about half the total working population now consists of women and young people.
Their increased involvement is undoubtedly contributing to the changed response
of labour force growth to fluctuations in aggregate unemployment, the reduced
dependence of workers on their own earnings for the support of families, and the
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Chart 4-10

Labour Force Growth Attributable to Increase in the Participation Rate, 1954-74
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high turnover of labour in many industries. It is, therefore, useful to examine the
data on female and youth participation in the labour force before going on to look
more closely at the other phenomena.

Participation of Women

As Chart 4-11 illustrates, labour force participation among women has been
increasing dramatically for some years. One-third of this increase has resulted from
the larger number of young women reaching working age; the balance, from greater
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participation by women of all ages — with the rate increasing from 23 per cent in
1953 to over 40 per cent in 1975. As a result, the proportion of women in the
labour force has risen from a little over one-fifth to more than a third and has
accounted for about half the net increase in the size of the work force. A feature
of this increase in female labour force participation has been the unevenness of its
growth, which correlates fairly closely with cyclical changes in the economy.

The reasons for the increased participation of women in jobs outside the home
are complex, but a number can be identified. First, as Table 4-2 indicates, while
there has been a relative decline for some years in the kinds of physical jobs that
are traditionally looked upon as a male preserve — farming, fishing, logging, and
mining — employment has expanded sharply in white-collar occupations, including
teaching, nursing, and other professions where the talents of women have been
increasingly recognized, and in clerical, service, and recreation jobs. Second, rising
costs are encouraging employers to develop part-time work or short-term jobs that
permit the employment of women who are prepared, at least for the moment, to
accept fairly low remuneration in return for more flexible employment arrange-
ments that meet the needs of their immediate family circumstances. But of prob-
ably even greater significance are the social and cultural developments that have
altered women’s perceptions of their role in society, which, coupled with more
effective birth-control methods, have led to reduced emphasis on child-bearing and
to greater career orientation.

The importance of these changes makes it worthwhile to examine the data on
temale participation in more detail. The groups of women whose participation rates
have advanced most consistently and strongly are those aged 25 to 44, whose in-
volvement in the labour force rose from 23 per cent in 1953 to close to 47 per cent
in 1974, and those aged 45 to 64, whose participation increased from 17 per cent
to 37 per cent. These developments are consistent with the job aspirations of, and
opportunities for, married women outside the home, along with new perceptions of
their role as contributors to the economic well-being of their families. Among
women aged 20 to 24, on the other hand, the participation rate held steady through-
out the 1950s at just under 50 per cent, but then it rose rapidly in the 1960s and
early 1970s, reaching 63 per cent in 1974. This undoubtedly reflected a stronger
inclination to make use of rising educational skills, as well as the evolution of new
social forces, including new methods of family planning. By contrast, participation
by young women aged 14 to 19 changed relatively little until recently, except for
the slow and somewhat erratic decline from 34 per cent in the early 1950s to
around 30 per cent in the late 1960s, presumably because of their increasing com-
mitment to finish high school and go on to higher education. However, in the early
1970s participation rates among this age group grew significantly, reaching about
37 per cent in 1974. Only women 65 and over have shown a decreasing participa-
tion rate since the mid-1960s, the 1974 figure being about 4 per cent compared
with over 6 per cent in 1964.
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Chart 4-11
Participation Rate, by Age-Sex Group, 1953-74

— —l4-19 e 20-24 ...l 2544 mew=45-64 - 65 years
alliagge years years years years and over
Per cent
Males -100- Females
\vd.‘::\---“\‘_
~ -90-
\\-\ \;
\\_/
e
-70_
7~
-60- /N/
,/
N //
\\ 4 -50- -
\ ~———
N 4
\,\ /
\.\ Nt et TN 4"// -40-
S N 1y
, .
S -30- _ ;ﬂf
N
SR AL /‘:’
RN L i
\._ 20 P
“~ ’/
40w
._-.-"'_"’"~“‘"-."— et
130 o0 0 T O TS T o 5 T
1953 1960 1965 1970 1974 1953 1960 1965 1970 1974

SoURCE Based on data from Statistics Canada.




74 Recent Developments in the Canadian Labour Market

Table 4-2
Employment, by Sex and Occupation, 1961 and 1973

1961 1973 Distribution of Change in employment,
SR - - female employment! 1961-73
Number Number
employed  Females employed Females 1961 1973 Total Female
(Thousands) (Per cent) (Thousands) (Per cent) (Per cent)
Managerial 560 11 823 15 4 4 47 102
Professional and technical 598 42 1,265 41 15 17 112 108
Clerical 805 62 1,388 73 30 34 72 103
Sales 446 36 625 40 9 8 40 57
All white-collar
occupations 2,409 40 4,101 47 58 64 70 97
Services and Recreation 658 58 1,068 S8 23 21 62 62
Transportation and
communications 409 9 462 10 2 2 13 27
Farmers and farm workers 684 8 488 13 3 2 -29 14
Loggers, fishermen, and
miners 130 n.a. 133 n.a. 0 n.a. 2 n.a.
All primary occupations 814 7 621 n.a. 3 n.a. -24 n.a.
Craftsmen and operatives 1,464 15 2,206 15 13 11 51 55
Labourers 302 5) 300 i/ { 1 -1 43
All blue-collar
occupations 1,766 13 2,506 14 14 12 42 54
All occupations 6,055 28 8,759 34 100 100 45 79

n.a. - not applicable.
1 Figures may not add up because of rounding.
Source Based on data from Statistics Canada and estimates by the Economic Council of Canada.

It is worth noting, too, that the rate of participation of married women has been
increasing almost twice as fast as that of all women. Indeed, between the 1941 and
1971 Censuses, the proportion of married women in the labour force advanced
from 2 per cent to over 20 per cent. Thus, of all the women now in the labour
force, about 60 per cent are married, compared with 10 per cent thirty-five
years ago.

However, as the role of women in the work force has increased, so too has their
share of unemployment. Indeed, unemployment rates among women have risen
substantially since the mid-1960s and are approaching the rate for males in the
same age groups. Until the end of the 1960s, the aggregate unemployment rate for
women never exceeded 3.6 per cent. Since 1970, however, it has averaged over
5 per cent, and in 1975 it was 6.4 per cent. Whereas the women’s share of total
unemployment was 13 per cent in 1954, it was 32 per cent in July 1975. And,
while much of this increase has been experienced by young women from 14 to 24,
a corresponding rise has occurred among those 25 years and over (Chart 4-12).
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Chart 4-12
Unemployment Rate, Two Age Groups, by Sex, 1953-74
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The Young Worker

The increase in the number of young workers is largely a consequence of the
increased birth rates registered in the 1940s and 1950s that are now observable in
the 14-19 and 20-24 age groups. More important, however, are the recent develop-
ments with respect to the participation rate of younger workers. As Chart 4-11
shows, the downward trend in the participation rate of teenagers, both male and
female, which had been apparent from 1953 until recent years, has turned sharply
upward since 1969-70. The same is true for men aged 20 to 24. What is not yet
clear is whether these rising participation rates among all young people represent
a reversal of the earlier trend towards longer schooling, more part-time work by
students, or a combination of both.

Somewhat more than a quarter of Canada’s labour force is now composed of
people aged 24 or younger; 12 per cent are in the 14-19 category and 16 per cent
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are in the 20-24 group. Moreover, as Chart 4-12 clearly demonstrates, the rate of
unemployment among young people is substantially higher than the Canadian
average. For example, in 1974, youths aged 14 to 24 accounted for close to half
of the unemployed — double their proportion in the work force. Whereas the
aggregate 1974 unemployment rate was 5.4 per cent, it was 12.7 per cent among
men 14 to 19, 9.5 per cent among those 20 to 24, and 10.1 per cent and 6.6 per
cent, respectively, among young women of corresponding ages.

It is often suggested that one of the reasons for such high rates is the large
number of young people who are seeking work for the first time and are having
trouble finding it. However, recent evidence indicates that young people are
usually able to secure at least temporary employment fairly quickly. This implies
that much of the unemployment among younger workers reflects their search for
more satisfying or secure jobs, as well as a high turnover rate as they move
between jobs. Young people are, of course, more able than others to accept part-
time and temporary work in construction, tourist and recreational activities, and
other seasonal occupations. But these jobs terminate. Indeed, a study of the reasons
for job separation among the unemployed regular workers aged 14 to 24 showed
that close to 60 per cent had left their jobs because the work was seasonal or
temporary or because they were laid off or discharged.”

Since more than half the population in the 14-24 age group consists of full-
or part-time students, it is tempting to downplay the importance of this group’s
difficulties in the labour market as essentially a “student” problem — one that im-
poses certain strains during the summer months and artificially inflates the annual
unemployment rates of younger workers. However, we were able to examine the
labour force characteristics of students and the “out-of-school” work force in
November 1972, a month reasonably representative of the situation during the full-
time school year.

The results of our analysis, shown in Table 4-3, indicate that close to 2.4 mil-
lion, or 52 per cent of all young people 14 to 24 years old, were attending
school during that month; another 1.8 million were out of school and working or
unemployed; and about 400 thousand were neither in school nor in the labour
force — presumably travelling or staying at home. The most interesting fact, how-
ever, was that close to 0.5 million, or 21 per cent of all students, were also reported
in the labour force. Since they worked during the school term, the presumption is
that many held part-time jobs. In other words, of every five young persons aged
14 to 24 reported employed or looking for work in November 1972, one was a stu-
dent attending school. The unemployment rate for students was only a third as high
as for the non-student population. Thus very few in the pool of unemployed young
people were students looking for jobs. Indeed, if the Labour Force Survey excluded
students now reported as members of the labour force, unemployment rates among

11 B. MacDonald, “Reasons for Leaving Last Job,” in Statistics Canada, Notes on Labour
Statistics, 1972, Cat. No. 72-207, February 1973, p. 40.
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young persons would in certain months be close to 2 percentage points above the
levels reported for November 1972,

Table 4-3
Labour Force Profile of the 14-24 Age Group, November 1972

Total Out of School Students

(Thousands) (Per cent)  (Thousands) (Per cent) (Thousands) (Per cent)

Population 4,588 100.0 2,200 48.0 2,388 52.0
Labour force 27262 100.0 1,790 79.1 473 20.9
Employed 2,025 100.0 1,570 TTS 455 22.5
Unemployed 238 100.0 220 92.4 18 7.6
Participation rate 49.3 81.4 19.8
Unemployment rate 10.5 123 3.8

Source Based on data from Statistics Canada and estimates by the Economic Council of Canada.

What is particularly noteworthy about the large component of our total labour
force represented by young people is that their patterns of behaviour and their
attitudes towards work tend to be different from those of older members of the
population. From the evidence, it seems reasonable to hypothesize that for those
who have no children or other family responsibilities, or who may be able to
depend on their parents for financial support, there is less concern about the
continuity of earnings that steady employment provides. Thus they can more
readily leave jobs they do not enjoy or take work they know will not last very
long. This relatively relaxed attitude towards security of work may lead some to
countenance unemployment more readily than is possible for those with families
to support.

Conclusion

The developments in labour markets outlined in this chapter indicate that the
nature of unemployment in Canada is different today than even as recently as the
mid-1960s. In this respect, it parallels U.S. experience — though, of course, with
some important differences.’? The relative unemployment rates of women and
young people — the new unemployed — are higher now than in the mid-1960s,
and this represents a bona fide change in labour market experience. The labour
market has also been altered by legislative and institutional changes — most
notably, the availability of enriched manpower programs and extensions to the

12 M. S. Feldstein, Lowering the Permanent Rate of Unemployment (Washington: U.S. Joint
Economic Committee, 1973).
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unemployment insurance machinery — which we shall examine in subsequent
chapters. These changes have undoubtedly helped to reduce the insecurity and the
financial burden of periodic unemployment but, when combined with the much
greater prominence of married women in the work force, they may have had other
ramifications in terms of how long workers stay at jobs they do not enjoy or how
earnestly they look for work once unemployed. Underlying these major develop-
ments are the changes in attitudes, which in turn are closely interrelated with the
factors influencing job turnover, multiple job-holding, part-time work, and other
phenomena observable in the job market in recent years.




LABOUR MARKET FLOWS

In the previous chapter we described some of the factors that have produced
growth and change in the Canadian labour market since the 1950s. The figures
there were for the most part, however, “snapshots” of the numbers of per-
sons in different labour force categories at various points in time. In this chapter
we consider the dynamic forces that underlie and determine those “stock” figures.
The forces are dynamic in a very special sense for, even if there were no changes
in the main stock figures over time, there would nevertheless be an incessant pro-
cess of turnover as workers quit, were laid off, retired, and entered or left the
market. In reality, of course, demographic, institutional, and other longer-run
forces act continuously upon the short-run movements to shape and reshape diverse
patterns and flows of workers and jobs that are conjoined in the labour market.

Labour Market Stocks and Flows

The monthly (or quarterly) data on the stocks of employed and unemployed
persons, and on job vacancies in the economy, are regularly released by Statistics
Canada, reported by the media, and popularly discussed. Less well known, how-
ever, is the nature of the flows whose interplay determines the magnitude of those
stock figures. This section provides a simple illustration of these important dynamic
relationships.

The efforts of business firms and other enterprises to meet the economy’s present
and future demand for goods and services give rise to specific manpower require-
ments. These requirements are then compared with the firms’ currently available
manpower to determine whether they need additional workers for unfilled jobs
and/or for newly created jobs, or whether layoffs must be made. In the process,
workers may be hired, thus filling and reducing the stock of job vacancies. Con-
versely, they may be laid off, thus increasing the pool of the unemployed — a flow
from employment to unemployment.
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Other flows may add to, or diminish, the stock of available labour. Laid-off
workers may, for example, feel so discouraged by the economic climate that they
withdraw completely rather than join the pool of the unemployed and attempt to
find another job. Yet others are workers who leave their jobs and the labour force
because they have reached retirement age or are pursuing other goals, such as
education. Simultaneously, some young people leave school and flow into the
market, either directly into employment or into the stock of job-seeking unem-
ployed. In the same way, large numbers of women, who may have worked earlier
in their lives, enter the labour market when family circumstances permit. Immigra-
tion, too, provides a continuous flow of workers to the various categories or stocks
of employed, unemployed, and persons not in the labour force.

Similarly, flows occur into and out of the stock of jobs. Workers who quit or
retire each month leave behind vacant jobs that employers must fill. Moreover,
when employers expand their operations, new job vacancies are created and
advertised. Conversely, when economic conditions worsen, vacancy registrations
tend to be withdrawn. In this way there are additions and reductions to the stock of
job vacancies that parallel the flows of persons.

Such movements are at once the life-blood and the bane of the allocative mech-
anism: the former because the mobility of people and the flow of jobs are essential
for healthy economic growth; the latter because the infinitely varied characteristics
of workers and of jobs, and the inevitable imperfection of the information system,
combine to produce the mammoth task of matching them in the labour market. The
immensity of this function may be appreciated when we bear in mind that the un-
employed are workers of almost infinitely diversified characteristics relating to
skill, experience, ambition, reliability, location, and wage aspirations, while vacan-
cies may similarly be variegated according to skill requirements, working con-
ditions, opportunity for advancement, location, and wages. The more readily these
attributes are matched, the more quickly vacancies and unemployed workers will
be transformed into additional employment. The more difficult the reconciliation, the
longer the duration of vacancies and unemployment.

In the search, there is no guarantee that workers and jobs will be perfectly
matched. Vacancies and unemployment may occur simultaneously in each industry.
Jobs no less than workers will be “evaluated” according to certain criteria. Em-
ployers may fill jobs with less than the best available employees, since time and
the costs of a search are crucial factors, and there may be only a limited supply of
candidates. Similarly, workers may take less than the best available job for a host
of reasons. Most workers have a reserve price for their labour and some expecta-
tion about the wage level that is appropriate for their skills and experience. To the
extent that a job is low-paying, of short duration, or otherwise unsatisfactory, it is
unlikely to attract workers from the pool of unemployed primary breadwinners
unless they are very unskilled or desperate. Rather, such jobs more likely attract
persons from the secondary labour market whose commitment to continuous
employment is more tenuous.
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This rather stark sketch of the workings of the labour market is, of course, far
removed from the detail and colour of the real world. There is obviously a wide
variety of institutional arrangements within which the basic interrelationships take
place. The characteristics of the jobs in the market place may, for example, be
affected by legislation on safety and working conditions, equal employment stand-
ards, and minimum rates of pay. Most important, collective bargaining provides the
background against which millions of workers and jobs interact.

A number of other factors influence the unceasing process of adjustment. Gov-
ernment policy may affect not only aggregate demand and, thereby, the magnitude
of manpower requirements, but the government may also intervene directly in the
labour market. The reconciliation between workers and jobs may, for example, be
aided by training, mobility, and placement programs. Furthermore, the nature of
the flows may be affected greatly by the availability of income derived from sources
other than the labour market, including various types of transfer payments.

The Overall Patterns

At any point of time in 1975 few more than 10 million Canadian residents were
working or actively looking for work. At the same point of time, though, there were
many residents who were not in the labour force but who did, in fact, work some
period of the year, frequently replacing others who dropped out temporarily or
permanently. Overall, taking account of the continuous ebb and flow of persons
into and out of the labour market, the actual numbers who worked some time
during 1975 in full-time, part-time, or casual jobs exceeded the reported 10 million
by an estimated 2.5 to 3 million. Of the approximately 13 million total participants
in the labour force at one time or another during the year, as many as 5 million, or
possibly more, changed jobs with or without a bout of unemployment, entered, re-
entered, left the labour force, or became unemployed. In the process, millions of
jobs were vacated and refilled. And, in response to seasonal dictates and to the
inevitable fluctuations of demand for different types of goods and services, scores of
business enterprises opened and closed, and hundreds of thousands of jobs were
initiated and terminated.

These processes are discussed here, using Statistics Canada estimates of the
gross flows of the population among the “employed,” “unemployed,” and “not-in-
the-labour-force” categories. The estimates are derived from survey data drawn
from respondents’ replies, not only about their current activities but also about
their activities a month earlier. This permits comparison of their labour force status
at two reference dates and facilitates quantification of the stock-flow relationships.
Table 5-1 shows the stocks of persons employed, unemployed, and not in the
labour force in January and February 1973, respectively, and indicates the
magnitude of the month-to-month flows among those stocks.
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Table 5-1

Labour Market Stocks and Flows,
January and February, 1973

Labour market status in February 1973

Employed Unemployed Not in labour force
(Thousands)
Labour market status in
January 1973
Employed 8,193 7,944 133 116
Unemployed 688 182 492 14
Not in labour force 7,063 141 247 6,895
Working-age population in January 15,944 8,267 652 7,025
Net increase in working-age population
between January and February 32 16 3 13
Working-age population in February 15,976 8,283 655 7,038

Source Based on data from Statistics Canada and estimates by the Economic Council of Canada.

In January 1973, there were close to 16 million persons in Canada aged 14
years and over, of whom roughly 8.2 million were employed, 688 thousand were
unemployed, and a few more than 7 million were not in the labour force. By
February, the number of employed persons had increased by 90 thousand, unem-
ployment had dropped by 33 thousand, and 25 thousand fewer people were outside
the labour force. But these stock figures masked flows of much larger magnitudes.
During the month following the January count, and excluding those who simply
changed jobs within that period, of the 8.2 million originally employed, 249 thou-
sand moved out of employment — 133 thousand of them became unemployed, and
116 thousand left the labour force. But this was more than offset by a flow into
employment of 339 thousand persons, 182 thousand of whom had been unem-
ployed in January and another 141 thousand of whom had been outside the labour
force at the time of the January survey. An additional 16 thousand were added to
the stock of employed as a result of growth in the working-age population. For a net
reduction of 33 thousand unemployed between January and February, 182 thou-
sand unemployed persons found jobs and another 14 thousand stopped looking
for work, to be replaced by 133 thousand persons who lost their jobs and 30 thou-
sand who entered the labour force in February but did not find work. Thus,
during the month, the net increase in employment of 90 thousand was the result of
nearly seven times as many individual moves into and out of employment; the net
decrease in unemployment of 33 thousand was the consequence of nearly eleven
times as many moves into and out of unemployment.
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During the course of a year, various movements into and out of the labour force
and between employment and unemployment add up to impressive magnitudes.
The tables in Appendix B include our estimates of the magnitudes of these various
flows in the Canadian labour market. While the figures should be considered more
as a preliminary basis for the development of monthly stock-flow accounts than
as precise measures, they do reveal some interesting features. The quantitative
significance of the gross flows is strikingly apparent. For example, the net increase
in the total labour force between December 1971 and December 1972 was
0.27 million. But this change was the result of the flows we have described that
take place continuously and, for convenience, are measured on a month-to-month
basis. Over the whole year, there was a total movement from outside the labour
force into employment of 2.48 million and into unemployment of 0.46 million.
These flows were offset by movements in the reverse direction of 2.67 million and
0.20 million, respectively. In addition, there were net external population flows
into the labour force of 0.20 million, the net result of children reaching working
age and of immigration, emigration, and deaths.

Altogether, the increase in employment of 0.22 million persons during 1972 —
from 8.13 million to 8.35 million employed men and women — reflected inflows
of 4.46 million and outflows of 4.24 million. Similarly, the increase of just over
50 thousand unemployed during 1972 was the result of movements into unemploy-
ment of 2.05 million and outmovements of 1.99 million persons (Tables B-1 and
B-2).! But these flow estimates relate only to movements between the stocks of
persons employed, unemployed, and not in the labour force. The actual amount
of movement in the labour market is greater still, as many people move directly
from one job to another without experiencing unemployment or a spell out of the
labour force.? Moreover, even persons who do become unemployed may well find
a job within a month and thus be recorded as employed on both survey reference
dates. And, of course, filled jobs may have a number of incumbents over time,
without ever having been listed as vacant.

Seasonal characteristics of the labour market are also clearly reflected in the
flow figures. Students taking summer jobs, for example, help account for the large
flows into the employed category from the not-in-the-labour-force category in
May, June, and July. For example, there was a net increase in the stock of employed

I Individuals with more than one period of unemployment during the year would show up
in this flow more than once, as would individuals moving into and out of employment and
into and out of the labour force. The figures given do not correspond exactly because of
rounding.

2 A study done a few years ago indicated that about 30 per cent of the population covered
by unemployment insurance changed industry, occupation, or province of employment each
year in the 1965-68 period; see J. Vanderkamp, Mobility Behaviour in the Canadian Labour
Force, Economic Council of Canada Special Study 16 (Ottawa: Information Canada, 1973).
Many others, of course, change jobs within the same firm or industry, or are laid off subject
to recall. Unemployment Insurance Commission officials estimate that, in all, between
5 and 8 million separation certificates are issued by employers in the course of a year.
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from April to May 1972 of 260 thousand; from August to September, there
was a reverse net seasonal movement of 390 thousand (Table B-1). Seasonality
is further illustrated in Chart 5-1, where the summer influx of young people is
again strikingly apparent. [t is worth noting parenthetically that, whereas the
traditional problem of seasonality has been reduced by technological advances
and the relative decline in employment in the primary sectors, this has been counter-
balanced by the seasonality of the student work force.

This most basic representation of stock and flow magnitudes may be amplified
to include a considerable amount of detail. Through disaggregation of the data,
for example, the unemployed might be classified according to duration of unemploy-
ment; and labour market status might be broken down by region, by age and sex,
by industry. by occupation, or by a worker’s situation in relation to other members
of the family or household unit.

The effect of changes in the unemployment rate on the probabilities of
movement among the various categories at two different times of the year are
shown in Table B-4. Broadly speaking, the directions of change are similar for
men and women, with the one major exception noted below. Quite obviously,
as the overall unemployment rate rises, the probability that an individual will
retain his job falls. The probability of moving from unemployment into a job also
declines and that of remaining unemployed increases, as one might expect. There
is also a decline in the likelihood of movement out of the labour force from
employment — indicating, perhaps, a greater tendency for people to retain their
jobs if the prospects of finding others are less favourable. Moreover, at higher
unemployment levels, the chances of a person moving directly from out of the
labour force into employment are lower and from out of the labour force to
uremployment, higher. At the same time, proportionately more persons will
remain outside the labour force. The notable difference between the male and
female patterns occurs in the case of withdrawals from the labour force of persons
already unemployed. When aggregate unemployment rates are high, men who are
already unemployed are more inclined than hitherto to become discouraged and
to leave the labour force; at such times unemployed women are more likely to
continue to look for work. This difference is apparent not only in the aggregate
but also applies across the various age groups, without exception.

Over the course of a year, men and women of different age groups exhibit
considerably different patterns of labour force attachment. Table 5-2 shows the
average monthly participation rates for various age-sex groups in a year and, in
addition, their rates of participation at any time during the year. This latter figure
takes account of people who participated rather sporadically — those, for example,
who remained in the labour force for only one or two months of the year. The
ratio of this annual participation rate to the monthly average provides us with
an indication of the relative continuity of the labour force attachment of various
groups.

o o R &l
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Chart 5-1

Index of Seasonal Changes in Participation Rates, by Age-Sex Group, Three-Year Average,1971-73
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Table 5-2

Estimated Participation Rates, Employment, and Unemployment in a Relatively Tight Labour Market, by Age-Sex Group!

Employment Unemployment
Participation rates - .
Average duration Persons
At any for persons unemployed
time Ratio of who worked at any time
during Monthly annual to at any time during the Average
the year average monthly during the year year duration
(Per cent) (Per cent) (Months) (Per cent) (Months)
Total participants 72.9 59.1 1.24 9.4 17.5 2.6
Men 87.8 77.9 L8] 10.2 19.8 2.6
Women 58.4 40.7 1.44 8.1 14.0 2.6
Men
14-19 67.2 46.1 1.46 7.6 30.0 3.1
20-24 96.1 85.6 1.12 10.0 27.3 gLl
25-34 99.4 96.7 1.03 11.3 16.7 2.4
35-44 99.7 97.7 1.02 11.4 15.0 2ot
45-54 98.7 95.0 1.04 11.2 16.1 2.4
55-64 89.5 80.7 1.11 10.4 17.9 2.4
65 and over 28.9 18.3 1.58 7.5 14.7 2.1
Women
14-19 59.4 37.3 1.59 7l 23.4 3.2
20-24 81.7 66.0 1.24 9.3 17.3 3.0
25-34 64.1 45.9 1.40 8.4 13.5 2.6
35-44 65.2 47.3 1.38 8.6 10.0 %)
45-54 61.8 43.9 1.41 8.4 9.2 2.1
55-64 49.1 31.7 1.55 T 8.6 2.0
65 and over n.a. n.a. na na n.a. n.a.

n.a. - not available.

1 Of all persons, including students, working or seeking work at any time during the year, assuming high vacancy rates and a 5 per cent average
monthly unemployment rate. Based on regressions for the 1962-73 period.

Source Frank T. Denton, Christine H. Feaver, and A. Leslie Robb, The Short-Run Dynamics of the Canadian Labour Market, Economic Council
of Canada (forthcoming).

For the youngest and oldest male age groups the ratio is relatively high, as it is
for all the female groups, reflecting their discontinuous pattern of participation
over the course of the year. Not surprisingly, the ratio is lowest (close to unity, in
fact) for men between the ages of 25 and 54. Moreover, the greater continuity of
participation by these groups is reflected in their longer average periods of employ-
ment. Finally, Table B-5, which compares flows into and out of the labour force
in 1963 and 1973, indicates that the magnitude of such fiows has increased (which
is consistent with a less firm attachment to the labour force for an increased pro-
portion of the participants), while the flows within the labour force have decreased
(which may be an effect of increased duration of unemployment or, perhaps,
reduced seasonality).

T [ S S— W WULNLY fuyy S



The Duration of Employment and Unemployment 87

Although the flows discussed so far relate to the population side of the labour
market, it is also possible in principle to develop similar data on the job side. For
example, estimates could be made of the gross flows of jobs between the “filled”®
and “vacant” categories and of the numbers of jobs created and eliminated. At the
present time, however, published estimates are available only for net changes in
job stocks.

The Duration of Employment and Unemployment

Dynamic processes have, of course, some important practical corollaries. Con-
sider, first, that month-end stock figures — of unemployment, for example — are
themselves the product of the monthly flows of persons into unemployment and the
length of time they remain unemployed. It is this last factor — the duration of unem-
ployment — that completes the stock-flow relationship and constitutes an interesting
policy variable. For example, if the average monthly flow into unemployment in
1973 was 160 thousand persons and if this figure were multiplied by an average
unemployment duration of 3.25 months, the 1973 average monthly unemployment
stock would be 520 thousand persons. Table 5-3 illustrates the effects on unemploy-
ment of reducing by two weeks, and by one month, the average length of time that
an unemployed person spent looking for work in 1973. The figures suggest that if,
in their search process, unemployed workers had been able, or motivated, to find
jobs two weeks sooner, on average, the effect would have been to decrease the un-
employment rate by about 0.9 percentage point.

Table 5-3

Effect on Unemployment of a
Reduction in Its Duration

Average monthly Average monthly Average
Average duration flow into stock of unemployment
of unemployment unemployment unemployed rate
during the year
(Months) (Thousands) (Per cent)
3.25 160 520 5.6
2.75 160 440 4.7
2.25 160 360 3).9

Source Estimates by the Economic Council of Canada.

3 The relation between “employed” and “jobs filled" takes account of the fact that some
people hold two or more jobs. Thus the number of jobs filled is equal to the number of
people employed times the “multiple job-holding ratio.” The latler is simply the average
number of jobs filled per person.
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An examination of month-to-month flows indicates that the duration of unem-
ployment is itself influenced by the overall unemployment rate. In practically all
age-sex groups, the probability of remaining unemployed rises as the unemployment
rate rises. Also, for any given level of the overall rate, the probability of a person
remaining unemployed increases with the length of time he or she has already been
unemployed.

These points are illustrated by the regional data. Chart 5-2 indicates the
proportion of the unemployed who were jobless for four months or more. With
the exception of British Columbia in 1971, the proportion of long-duration
unemployment rose and fell with the unemployment rate — reflecting the fact that,
as economic conditions worsened and the jobless pool expanded, workers already
unemployed were pushed further down the employment queue and took longer
to find jobs.

Chart 5-2
Long-Term Unemployment! as a Proportion of Total Unemployment, Canada, by Region, 1969-74
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Source Based on data from Statistics Canada.
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In addition, these duration figures serve to underline, once again, important
regional disparities in the Canadian labour market. The contrast in the proportion
of unemployment of long duration between Quebec and the Prairies, for example,
is striking. Furthermore, the peaked pattern that is characteristic for Canada and
all the other regions does not hold in the case of the Atlantic provinces, where
both aggregate and long-term unemployment have exhibited a fairly sharp upward
trend since 1969.

On the employment side it is apparent that some workers are interested in, and
obtain, continuous employment over the course of a year; others do not. Nearly
all males aged 25 to 54 participate in the labour force and have an average length
of employment in excess of eleven months. In contrast, fewer than two-thirds of
the women in these age groups are in the labour force, and their average duration
of employment over a year is less, averaging just over eight months. For both
men and women, the average duration of employment camouflages, to a greater
or lesser degree, the important phenomenon of job-changing. In other words, in
examining the duration of employment we must distinguish clearly between the
length of time a person remains employed (as opposed to unemployed or not in
the labour force) and the length of time he remains in a particular job. This is
because the movement of workers going directly from one job to another is an
important feature of the labour market. Thus data on the flow of separations from
employment should differentiate between retirements, layoffs, and voluntary job
changes. The distinction is not merely academic because, although voluntary
movements from one job to another are usually beneficial to individuals, the flow
nevertheless imposes costs upon employers. Indeed, the question of job permanency
and the problems of turnover continue to be of major concern to employers
throughout the economy.

Turnover

In view of the substantial overhead costs that employers assume in recruiting
and training new employees, an issue critical to the hiring decision is the length of
time a worker is likely to remain in a particular job. Much the greater part of a
typical employee’s skills is acquired on a specific job; thus an employer must
judiciously select workers whose backgrounds will minimize on-the-job training
costs.? The expected length of time that a worker is likely to stay on a job is
obviously of considerable importance in such a framework.

Some interesting insights into this question were obtained from a random sample
of Canada Pension Plan data relating to individuals’ earnings from each place of
employment. The sample included 100 individuals of each sex in the 18-24, 25-44,

4 L. C. Thurow and R.E.B. Lucas, The American Distribution of Income: A Structural
Problem (Washington: U.S. Joint Economic Committee, 1972), pp. 15-46.
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and 45-64 age groups in four regions® over the 1968-72 period. Since the data
reveal each individual change in principal employment, it was possible to trace
the numbers in each group who remained in their jobs throughout the five-year
period, as well as those who moved to another employer. Over the five-year period,
between half and three-quarters of male and female workers aged 25 to 44 had
changed employers at least once (Chart 5-3). About one-quarter of the males aged
25 to 44 in Ontario had left their jobs in the first year; half had left by the fourth
year (Chart 5-4). How much of this movement was voluntary, and how much was
involuntary, seasonal, and followed by periods of unemployment, was not evident
from the data.
Chart 5-3

Job Permanency! of 25-44 Age Group, by Sex and Region, 1968-72
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1 Expressed as a percentage of the number of employees who worked for the same employer as in 1968.

SOURCE gased on data from Health and Welfare Canada and estimates by the Economic Council of
anada.

Among age groups, predictably, the 18-to-24-year-olds exhibit the least job
permanency. In Ontario, for example, over half of the males had left their employer
during the first year,® and only 16 per cent remained throughout the five-year

5 Quebec is covered by a special pension plan and is excluded.
6 This was not necessarily the first year of their service with that employer; the cpp records
did not reveal length of service prior to 1968.
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Chart 5-4
Job Permanency! of Workers in Ontario, by Age-Sex Group, 1968-72

== 18-24 years — e 15-44 years 45 years and over
Males Per cent Females
-100-
—80—
=60=
—40—
—20—
T S e
1968 1969 1970 1971 1972 1968 1969 1970 1971 1972

1 Expressed as a percentage of the number of employees who worked for the same employer as in 1968.

Source Based on data from Health and Welfare Canada and estimates by the Economic Council of
Canada.

period. Among Ontario females, the patterns for the younger age group again show
less permanency; in 1973 only 6 per cent were still working with the same employer
they had in 1968.

Another way to examine the extent of job-changing is to look at the turnover
of personnel in individual firms. In a special survey of major employers across
the country, we obtained information on separations as a percentage of the average
number of employees during a year. These turnover rates are shown in Table 5-4,
where the 123 reporting companies have been arranged into industry groups with
the low, mean, and high rates portrayed for each group. The major findings
from these data are: first, the sheer size of the turnover problem for the firms
with the highest rates — 112 per cent in mining and 128 per cent in pulp and
paper, for example; and, second, the very large disparity in rates between the
high-turnover and low-turnover firms in certain industries, including the two men-
tioned, which is indicative of rather special problems for some firms. The firms were
also asked to break down the turnover rates by sex. In most cases the rates are
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much higher for women than for men. The few exceptions generally occurred in
firms where women represent a small part of the labour force.

For longer periods of time, the turnover rate is more difficult to obtain. Fifty-two
companies were able to provide data for 1968 and 1973, and thirty reported in-
creased turnover. The increases were, however, extremely small, ranging from
2.2 to 7.2 per cent. When account is taken of those companies whose turnover had
decreased during the period, the overall percentage increase in turnover was a
minute !.4 per cent.

Table 5-4

Employee Turnover Rates for Companies Surveyed
in Selected Industries, 1973

Low High Average Male Female
(Per cent)

Mining 15.5 111.6 43.2 43.9 33.8
Primary oils 18.1 48.3 24.3 22.8 375!
Integrated oils 10.8 22.0 13.2 11.0 24.8
Pulp and paper 12.4 128.3 43.6 18.7 31.0
Manufacting, non-

durables 3.8 89.2 32.3 22.4 32.8
Manufacturing, durables 11.6 46.4 22.6 26.8 34.0
Trade — wholesale and retail 12.1 68.5 41.7 - -
Transportation and storage 5T 36.2 16.4 8.8 10.9
Telephones 9.4 28.2 19.7 9.8 29.7
Other utilities SE2 16.7 8.1 6.7 15.1
Banks 23.0 36.1 28.2 14.3 34.0
Other finance and insurance 12.3 50.0 31.3 22.3 41.1

Source Economic Council survey of major business firms and other organizations.

One must, however, treat these results with caution. It is usually the smaller
shops and enterprises that exhibit the least job security, the lower rates of pay, and
the highest turnover. However, the employers who responded to our survey were
mostly large, well-established firms that probably have a more stable working rela-
tionship with their employees than many smaller enterprises. In addition, much of
the expansion in employment since 1968 has been in the commercial and consumer
services, retail trade, and related sectors, which are characterized by small enier-
prises, part-time work, and high turnover.

Thus, in general, high turnover rates are an especially acute problem in two quite
different situations. One is typified by the mining and the pulp and paper industries,
where much of the activity is in isolated areas or, in the case of the latter, exposed
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to pronounced seasonal changes.” The other is represented by activity centred in
urban areas and in small shops and industries that rely heavily on women workers,
many of whom are less permanently attached to the labour force than men.

A further set of data about turnovers was obtained from a firm of actuarial con-
sultants. These data are based upon the turnover of males and females of different
age groups in the private sector, the provincial public service, and municipal govern-
ment service. Generally, the figures based on 20 thousand employees in the private
sector bear out the conclusions drawn from the Council’s survey of business firms:
turnover tends to be higher for females than for males and to decline with age. The
same is true in the public sector. There seems to be some evidence of higher rates in
the public service than in the private sector, but there is little difference in
turnover between provincial and municipal cmployees, with one outstanding excep-
tion: the turnover rate for fire and police department employees is typically one-
third that of other public service employees — probably a reflection of the demand-
ing hiring standards and the high degree of specialization of these vocations.

Conclusion

Extensive movements of individuals within the labour market are the result of a
process of search — by employees for satisfying jobs and by employers for workers
to do specific jobs — with the function of labour markets being to match workers
with jobs.® In a large country like Canada, with geographically separated labour
markets and more rapid employment growth in some regions than others, the pro-
cess is very complex and may become increasingly more so, as the flows themselves
increase and as more and more marginally attached persons enter the labour
force (see Table B-5).

It is clear that an understanding of overall unemployment rates cannot be ob-
tained by considering the Canadian labour market only in terms of its stocks. More-
over, it is also evident that we can no longer take the view that the labour force is
mainly composed of workers who stay put, holding one job year in and year out,

7 Manpower problems in industries such as forestry and mining have been the subject of
long-standing concern. See, for example, the committee reports for the 1974 National
Economic Conference and the results of earlier studies, including, for example: Canadian
Pulp and Paper Association, Woodlands Section, Forty-Ninth Annual Meeting: Theme
Papers, March 1967; Canadian Institute of Mining and Metallurgy, 4 Survey of Manpower
Requirements of the Canadian Mineral Industry, 1967; and J. A. MacMillan, J. R. Tulloch,
D. O’Brien, and J. A. Ahmad, Determinants of Labour Turnover in Canadian Mining Com-
muniries (Winnipeg: University of Manitoba, Centre for Settlement Studies, May 1974).

8 The process was examined in the Economic Council's Eighth Annual Review: Design for
Decision-Making (Ottawa: Information Canada, 1971), particularly Chapter 8. Also see
Dennis R. Maki, Search Behaviour in Canadian Job Markets, Economic Council of Canada
Special Study 15 (Ottawa: Information Canada, 1971), which reports on worker and
employer secarch behaviour in 1968, using the results of supplementary data obtained
through the Labour Force Survey.
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while only a small number change jobs frequently and experience recurring unem-
ployment. A more realistic view is that a large number of participants, probably
40 per cent or more of the total, may change their employment, leave or enter the
labour force, or be confronted with unemployment sometime during a year.

Indeed, the reality is complicated by at least two other factors. First, while in the
face of increased demand employers may seek to hire more workers and conse-
quently add to the stock of vacancies, other responses are possible. Suppose, for
example, that some part of the work force has been operating on short hours. The
increase in demand may then simply serve to expand the number of man-hours
worked to some “normal” weekly level, with no increase in the number of persons
employed. Further demand increases may then necessitate overtime and/or job
redesign, still without additional hirings. Eventually, of course, if demand increases
continue, additional workers are likely to be hired.® Second, and most important, it
must be borne in mind that the short-run dynamic processes have been illustrated
only with respect to the quantities involved; we have not yet taken into account the
important dimension of price. In fact, of course, every new vacancy flowing onto
the market has its price tag, just as every unemployed worker has his own wage
aspirations. The price for jobs and men is thus a most important element in the
matching process. The question of wages is, however, a broad and complex one,
to which we devote all of Chapter 6.

9 The employer’s response may also depend on whether he sees the demand increase as
transitory or permanent. Only if it is permanent will he add to his stock of workers. This
is consistent with the well-known tendency of employers to reduce working hours during
a downturn in economic activity rather than lay off workers.
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WAGES AND FAMILY INCOME

Any discussion of the functioning of labour markets and the causes and charac-
teristics of unemployment must inevitably take into consideration the role of
wages and related rewards for work. The price of labour in large measure deter-
mines its use and its availability. Changes in that price have an influence on the
employment of labour over time, and price differentials affect the relative use of
one kind of manpower over another.

This chapter little more than touches on some of the areas where wages and
wage differentials have significantly affected the allocation of labour.! As with all
prices, the price for labour is Jargely determined by continuously shifting con-
figurations of demand and supply. But labour standards, collective bargaining, and
minimum wage legislation have been built into the system, along with unemploy-
ment insurance or social welfare when jobs are not available or persons cannot
work.

We have here contented ourselves with an appraisal of some of the most per-
tinent issues, including recent wage developments in Canada’s various industries
and their relation to our overall economic performance. We look at some of the
occupations that simultaneously exhibit higher-than-normal job vacancy and un-
employment rates and consider the role of wages in achieving a better match of
workers and jobs. We also examine female/male wage differentials and factors
bearing on the wages paid in the organized and unorganized sectors, including the
effect of minimum-wage legislation. Finally, we turn from considering wages solely
as compensation for productive effort to their other role as the major source of
individual and family earnings.

1 For a rigorous and highly technical econometric assessment of the effects of wage and
salary changes on the labour market and of the difficulties inherent in interpreting the
results, see John G. Cragg, Wage Changes and Labour Flows in Canada, Prices and
Incomes Commission (Ottawa: Information Canada, 1973). Also, for a timely appraisal
of the interrelationships of current wage developments, collective bargaining, and inflation-
ary pressures, see Barbara Goldman and Judith Maxwell, Wage Developments in Canada:
The Pressure t¢ Catch Up, Hri Observations No. 7 (Montreal: C. D. Howe Research
Institute, March 1975).
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Employment, Output, and Wages

As a rule, jobs emerge following decisions by entrepreneurs to invest in plant
and equipment. The extent of the investment needed to create an additional job
depends, of course, on the activity. Traditionally the capital value of plant and
equipment is highest in the forestry, mining, heavy manufacturing, utilities, and
transport sectors, which employ mostly males, and least in trade, in light industry,
and in government and community services, which rely more heavily on female
workers.

Within manufacturing, capital investment per job varies widely, depending on
the industry and enterprise. For example, the primary metals industries require
about $45,000 worth of equipment for each production job, whereas some clo-
thing and leather goods enterprises need little more than a worker with a sewing
machine. On average, in 1974 each job in manufacturing was accompanied by
$32,000 worth of capital stock; in mining, $208,000 worth; and in hydro and
other public utilities, $483,000 worth (Table 6-1). Decisions to expand employ-
ment significantly in these sectors will not be made lightly or without reference to
available plant capacity and the new investment needed for replacement and
expansion.

Table 6-1
Average Capital Stock per Person Employed, by Industry, 1961, 1966, and 1974

1966 1974
Current Constant Current Constant
1961 dollars 1961 dollars dollars 1961 dollars
(Thousands)
Agriculture 14.6 22.8 19.3 47.8 27.3
Forestry 8.5 13.9 11.9 26.1 16.4
Fishing 14.6 14.5 13.2 34.1 18.5
Mining 66.3 80.0 67.4 207.8 1| 21195
Manufacturing 14.3 i8.2 15.0 2118 19.0
Construction 4.5 4.1 3.6 6.3 4.2
Utilities 164.6 240.9 201.3 483.1 269.2
Transportation 42.7 49.8 43.8 79.4 46.2
Trade 5.9 6.9 6.1 10.0 6.1
Finance 10.6 14.5 12657 29.1 16.9
Services 8.7 10.5 9.4 18.6 11.)

Source Based on data from Statistics Canada.

Because of the wide variation in investment often required to create additional
jobs, it is not surprising that the rates of increase in output, employment, and
wages have differed substantially from one industry to another (Chart 6-1). Since
1961 the strong growth in mining, non-durables manufacturing, and transportation
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Chart 6-1

Indexes! of Earnings, Employment, and Real Domestic Product, by Sector,2 1974
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1 The data for employment and earnings in this chart are derived from Statistics Canada’s Establishment Survey, which gives
complete coverage only to establishments with twenty or more employees. Since much of the recent expansion in employment
occurred in smaller establishments, the employment index may underestimate the actual growth in the numbers employed
full- or part-time in the economy. Data for real domestic product cover establishments of all sizes.

2 In the first six sectors, more than 50 per cent of employees are covered by collective agreements; in the last three, fewer than
50 per cent.

SourRce Based on data from Statistics Canada and estimates by the Economic Council of Canada.
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and communications has been achieved with relatively modest increases in the
use of labour. Apart from manufacturing, most of the growth in employment
since 1961 has been in the service and trade sectors, where output is largely related
to the quality and quantity of labour input (Table 6-2). The greatest gains in
money wages have been in forestry, mining, and construction — organized sectors
with high labour turnover and increasingly keen competition for skilled tradesmen.
In construction, average weekly earnings in 1974 exceeded those in 1961 by
182 per cent; in forestry, by 180 per cent; and in mining, by 150 per cent. By con-
trast, the 1974 money wage in the service industries was less than 120 per cent
higher than the average in 1961.

Table 6-2
Change in Employment, by Industry, 1961-74

Distribution of change

(Thousands) (Per cent)

Agriculture -208 -6.7
Forestry -4 -0.1
Fishing and trapping 6 0.2
Mines, quarries, and oil wells 47 1S
Manufacturing S22 18.6
Construction 222 17522
Transportation, communications, and other utilities 227 7.4
Trade 550 17.8
Finance, insurance, and real estate 207 6.7
Community, business, and personal services 1,208 39.2
Public administration 257 8.3

All industries 3,082! 100.0!

1 Figures may not add up because of rounding.
Source Based on data from Statistics Canada.

Employers in the traditionally organized blue-collar sectors have responded to
vigorous wage demands by switching to less labour-intensive techniques, thus off-
setting some of the cost pressures by modernization and higher overall productivity.
In the more labour-intensive and less well-organized sectors, wage rates have not
kept pace; for example, wages of service workers now average roughly 50 per cent
of construction wages, compared with 67 per cent in 1961.

These developments ought not to be a surprise. Increasing urbanization, educa-
tion, and female participation have released a flow of young service and white-
collar—oriented workers to match the growth in the demand for their labour. By
contrast, the supply of tradesmen and unskilled labour to logging camps, mines,
and construction sites has shrunk measurably. These differences in supply and
demand become evident in the relative prices that labour can command in the
various sectors.
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Wages, salaries, and supplementary labour income currently account for close
to 70 per cent of the national income; profits, for about 13 per cent. In the 1961-71
period, wage gains in real terms moved upwards from 2 to 4 per cent annually,
despite some slowing of employment growth after 1966. But, by 1972, as prices
rose, real gains slipped dramatically and, by 1973 and 1974, rising prices had
eroded the purchasing power of much of the monetary wage gains achieved by
labour (Chart 6-2).

Chart 6-2

Annual Percentage Change in Nominal and Real Wages per Worker, 1951-74
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Source Based on data from Statistics Canada.

Moreover, there has been a slowing of labour productivity gains in recent years.?
Coupled with the concurrent escalation of unit labour costs, profits, energy, and
other non-labour unit costs that hit peak levels during the economic surge of 1973
and early 1974, it was inevitable that a strong inflationary momentum would be
generated.

2 Economic Council of Canada, Eleventh Annual Review: FEconomic Targets and Social
Indicators (Ottawa: Information Canada, 1974), p. 39.
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Our prime concern now and for the immediate future is the extent to which high
and rising inflation has been built into the expectations and strategies of labour,
management, governments, and consumers. Wages, profits, and taxes enter the
overall economic equation as costs and as sources of income and aggregate demand;
and, in a completely interdependent economy in which individuals, busincss enter-
prises, and governments simultaneously produce and consume, it is difficult to
single out inflationary causes and effects. The issue becomes even more complex
when each participant in the productive process tries to stay one step ahead of his
competitor and the next round of price increases.

Nonetheless, regardless of who leads in the process — consumers, price-setting
enterprises, organized labour, or governments locked into price-escalating com-
mitments — one thing is clear: nationwide wage gains that far excced increases in
labour productivity cannot help but be followed by price increases roughly equal
to the excess of unit labour costs over labour productivity. Individual situations
will, of course, be aggravated or eased by specific wage and price developments as
well as by the fiscal and monetary policies of governments and by international
events.

Table 6-3

Weekly Wage Change, by Industry,
Canada and the United States, 1960-74

Canada United States
Average weekly earnings Percentage Average weekly earnings Percentage
change change
1960 1974 1960-74 1960 1974 1960-74
($ Canadian) ($ Canadian)
Mining 93.19 238.86 156.3 102.25 215.63 110.9
Construction 86.90 250.50 188.3 109.61 243 .95 122.6
Manufacturing 78.88 185.72 135.4 87.00 172.13 97.9
Transportation,
communications, and
other utilities 79.68 204.31 156.4 101.69 214.15 110.6
Trade 62.93 141.22} 124.4 64.01 116.06 81.3
Finance, insurance, and
real estate 69.57 172.30 147.7 72.86 137.13 88.2
Services? 54.86 126.18 130.0 59.45 124 .36 109.2
Overall average 75.76 178.17 135.2 78.23 151.05 93.1

| Estimated from separate figures for wholesale and retail trade.
2 Excludes non-commercial services for Canada but not for the United States.

Norte Caution must be used in interpreting this table for three reasons: 1/ the Canadian survey from which the data are taken covers only establish-
ments with twenty or more employees at some time during the year, whereas the American survey covers establishments of all sizes; 2/ the
American survey covers only production and related workers in the manufacturing and mining industries, construction workers in the con-
struction industry, and non-supervisory employees in the remaining industries, while the Canadian survey covers all employees on the payroll
of the establishment; 3/ the figures do not include fringe benefits, which, according to U.S. sources, are higher in the United States than in
Canada. However, the general trend - relatively greater increases in Canadian weekly wages — is borne out by other findings. See, for example,

Chart 6-3, which compares collectively negotiated base wages in major enterprises in Canada and the United States.

Source U.S. Department of Labor, Bureau of Labor Statistics, Employment and Earnings 21, no. 9 (March 1975); and data from Statistics Canada.
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These developments are also altering our competitive profile relative to that of
other major trading nations. Table 6-3 shows average weekly wages, by industry,
in Canada and the United States. Canadian wages in most sectors are now equal
to, if not higher than, those in the United States. Average wage gains have been
greater in Canada than in the United States in all sectors. And, since 1971, wage
settlements in Canada have resulted in annual increases over the life of the con-
tract almost double the corresponding increases negotiated in the United States
(Chart 6-3). In most cases these wage gains have been passed on to consumers
through higher prices, although on balance our cost of living has risen no more
rapidly than that of the United States. There is no certainty, however, that these
relative gains will persist. While the productivity gap in manufacturing has nar-
rowed since 1960, it still exceeds 20 per cent; thus U.S. manufacturers enjoy a

Chart 6-3

Average Annual Percentage Change in Base Wage Rates over Life of Collective Bargaining
Contract, All Industries, Canada and the United States, 1968-75
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Source Based on data from Labour Canada, U.S. Monthly Labor Review, and estimates by the Economic

Council of Canada.
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considerable advantage over Canadian producers. And, compared with manufac-
turers in most OECD countries, we appear to be falling further behind.?

Understandably, some labour and professional groups wish to “catch up”
through unusually large settlements. In this connection, however, it seems worth
noting the warning of members of the C. D. Howe Research Institute:

While there are undoubtedly some workers in this country who are underpaid and
who deserve a chance to improve their relative wage . . . to the extent that workers
succeed in getting wage increases that are larger than the amounts needed to com-
pensate for changes in prices and in productivity, they will delay the leceleration in
inflationary pressures that normally takes place when the economy enters a business
contraction, especially one as pronounced as that now being experienced in Canada.

This observation, of course, applies equally to the pricing and profit ambitions of
business enterprises.”

Wages and the Job-Matching Process

Continuing upward price pressures introduce uncertainty into the hiring strate-
gies of employers and the job decisions of persons in the labour force and may
well be contributing to some of the turnover phenomena described in Chapter 5.
In the vast majority of cases the price mechanism works — workers and jobs are
matched. But, in times of considerable inflationary push, employers offering less
than competitive wages or working conditions can expect to have difficulty hiring
or kceping their work force. There is evidence, too, that some employers become
more choosy about whom they will hirc at the prices they have to pay. Job referral
and placement data from Canada Manpower Centres (cMcCs) indicate that, despite
a marked increase in the number of clients referred to employers in 1973 and
1974, their success rate in filling cmployers’ job vacancies slipped. This occurred
at a time when job vacancies were at an all-time high.

In this connection it is instructive to examine the full-time job vacancies re-
ported in the Canada Job Vacancy Survey quarterly statistics by occupational
group. In 1974, 54 per cent of the job vacancies reported were in the semiskilled
and low-skilled categories. The average hiring rate for low-skilled workers was
$2.80 an hour, and for semiskilled $3.10. These rates were 15 to 25 per cent
below the going rates for these occupations reported by the Department of Labour.
The unattractiveness of these jobs becomes apparent when one remembers that

3 See Economic Council of Canada, Looking Outward: A New Trade Strategy for Canada
(Ottawa: Information Canada, 1975).

4 Goldman and Maxwell, Wage Developments in Canada, summary.
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