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Youth 
unemployment 
under rising 
interest rates
In an effort to control inflation, the Bank 
of Canada (BoC) has repeatedly raised 
interest rates since the first quarter of 2022 
and economists raised the prospect of 
lowered economic growth as a result. Yet, 
contrary to expectations of 1.5% and 0.5% 
growth in the third and fourth quarters of 
2022, actual quarterly economic growth 
was 2.9% and 1.3% respectively. A tight 
labour market and consumer spending 
have contributed to this actual growth. 
Simultaneously, inflation by the end of 2022 
was still high at 6.3% which led to another 
interest rate increase from the BoC in 
January 2023. The latest inflation figure for 
January 2023 stays at 5.9% which is high 
enough to expect further interest rate hikes 
from the current rate of 4.50%.

Despite these interest rate hikes in 2022, 
employment was stronger than expected. 
After brisk hiring activity until July 2022, 
unemployment rates rose but fluctuated 
over the months since. Unemployment 
rates reached a record low of 4.9% in July 
2022 for all workers (15 years and above) 
and has not changed much since then. It 
rose marginally to 5% by the end of 2022 
and early 2023. The same unemployment 
figures for youth (15 – 24 years) went up 
from 9.2% in July to 9.7% in December 2022 
and dropped a little to 9.5% in January 2023.  

With higher-than-forecasted economic 

growth, and a tight labour market, both 
for youth and core-aged+ (25 yeras and 
above) workers, wage growth is likely to 
continue for a while.  However, with the BoC 
not ruling out further interest rate hikes in 
an effort to control price rises, the concern 
amongst economists is that eventually 
all those hikes will result in economic 
slowdown through reduced spending by 
consumers and businesses and finally 
weaker hiring policies.

So far, this concern has not been realized 
because it is possible that the high job 
vacancy rate that still prevails in the 
economy has limited the extent to which 
unemployment has risen. However, at some 
point lowered consumer spending and 
business investment that accompanies 
economic slowdowns will affect hiring 
expenditures made by companies. 
When such spending contractions are 
particularly deep and protracted over 
two or more quarters in a year, they are 
termed as recessions and they can cause 
unemployment. Importantly for us at CCYP, 
increases in unemployment tends to affect 
youth employment outright, more than 
workers aged 25 and above.

In this report we discuss reasons behind the 
risks for rising youth unemployment during 
times of economic slowdowns/recessions, 
the historical characteristics of the 
recessionary periods on youth employment 
from interest rate hikes during historically 
inflationary periods and youth labour policy 
responses at each time.

An inflation-led economic slowdown is 
the cause of some consternation in policy 
circles. Going back to the 1970s and early 
80s economic turmoil, the BoC raised the 
policy interest rate to wrestle down double-
digit inflation that pushed the economy into 
three distinct recessions in 1975, 1980 and 
1982. After a period of strong growth post 
1985, prices began to rise again. The BoC 
raised the interest rate to double-digits yet 

https://www.bankofcanada.ca/wp-content/uploads/2023/01/mpr-2023-01-25.pdf
https://www.bankofcanada.ca/2022/12/fad-press-release-2022-12-07/
https://www.bankofcanada.ca/2022/12/fad-press-release-2022-12-07/
https://www150.statcan.gc.ca/n1/pub/71-607-x/2018016/cpilg-ipcgl-eng.htm
https://www.bankofcanada.ca/core-functions/monetary-policy/key-interest-rate/
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1410028701&pickMembers%255B0%255D=1.1&pickMembers%255B1%255D=3.1&pickMembers%255B2%255D=4.1&pickMembers%255B3%255D=5.1&cubeTimeFrame.startMonth=01&cubeTimeFrame.startYear=2022&cubeTimeFrame.endMonth=01&cubeTimeFrame.endYear=2023&referencePeriods=20220101,20230101
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1410022101
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1410037201
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1410037201
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again, that thrashed the inflation, but left the 
economy with another recession in 1992. The 
interest rate also came into play during the 
Great Recession of 2008–09 that emanated 
from financial markets and does so during 
the current inflationary period as well.

The macroeconomic factors of inflation 
followed by interest rate hikes and then 
recession have been causing high youth 
unemployment, since the 1970s. Economic 
downturns affect youth employment faster 
and deeper than overall employment. 
Regardless of the phases of economic 
growth, unemployment for youth (15 – 24 
years) tends to be higher and almost 
double the unemployment for the rest of 
the workers (25 years and above). From the 
historical trends analyses, it can be said 
that the growing interest rates to tackle 
inflations tend to widen the employment 
gap between these two groups, which is a 
point of concern for policymakers.

The inflation and recession that began 
in the 1970s and continued through to 
early 80s prompted a new interest in 
the management of unemployment to 
sidestep social unrest because of the 
persistent unemployment and poverty 
amongst disadvantaged but educated 
young baby boomers. Since then, the youth 
employment programs/policies have 
transitioned through various strategies 
and investments. However, how useful 
these programs are/were against youth 
unemployment is a burning question. 

Why is youth 
employment at 
risk the most?
Youth unemployment rates tend to be higher 
than overall unemployment rates during 
all phases of economic growth. Economic 
downturns affect youth employment faster 
and deeper than overall employment. Youth 
fall into unemployment status at higher 
frequencies than core-aged+ workers do 
because young workers tend to get laid off at 
a higher rate than core-aged+ workers.

Differences in lay-offs between youth and 
core-aged+ workers arise because it costs 
employers more to lay off experienced, 
senior workers than it does to lay off 
recently hired workers. This is especially 
relevant during economic downturns when 
layoffs become more common.

Furthermore, a large proportion of 
unemployed youth, at any time, are those 
who entered the labour market for the 
first time upon completion of education 
and skills training. They take a long time 
to find their first job, more time than core-
aged+ workers do when they switch jobs 
because core-aged+ workers have already 
developed work histories, shortening their 
job search durations.

Lastly, young workers depart the labour 
force periodically and more frequently than 
core-aged+ workers do to acquire/resume 
their education. These also raise the youth 
unemployment rate more than it does for 
core-aged+ workers. During economic 
downturns, youth tend to depart from the 
labour force towards education and skills ”

“increases in 
unemployment 
tends to affect youth 
employment outright, 
more than workers 
aged 25 and above

https://www150.statcan.gc.ca/n1/pub/11-626-x/11-626-x2013024-eng.htm
https://www150.statcan.gc.ca/n1/pub/11-626-x/11-626-x2013024-eng.htm
https://www.theglobeandmail.com/opinion/editorials/article-a-recession-is-a-great-time-to-go-back-to-school-governments-must/
https://www.theglobeandmail.com/opinion/editorials/article-a-recession-is-a-great-time-to-go-back-to-school-governments-must/
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training at higher than normal rates, raising 
youth unemployment rates further.

It should not surprise readers that youth 
(15 – 24 years) unemployment rates will 
always be higher than those for the rest of 
the labour force (25 years and above).

As a rule of thumb, youth unemployment 
rates tend to be approximately twice the 
unemployment rates among the rest of 
the labour force. When the employment 
gap between these two groups 

becomes more than double, it becomes 
a point of concern for policymakers. 
During economic downturns, when 
unemployment rates rise, the difference 
between youth and core-aged+ workers’ 
unemployment rates is of consequence.

If this difference or the ratio of their 
unemployment rates rises by more 
than a factor of two, then the youth 
unemployment situation becomes 
alarming, as shown in Figure 1.

https://www.theglobeandmail.com/opinion/editorials/article-a-recession-is-a-great-time-to-go-back-to-school-governments-must/
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Returning to job 
vacancies…
The growth in job vacancy rates since 2015 
in Figure 2 shows that there are plenty of 
unfilled jobs available, possibly because 
of not having enough people to fill those, 
in combination with other reasons, such 
as insufficient remuneration, unwillingness 
to participate in the labour force, 
unavailability of skills demanded, skills 
mismatches, and an aging labour force.

High job vacancy rates are likely a holdover 
from the post-COVID economy re-openings, 
not necessarily from new job creation and 
job growth. Despite a further projected 
slowdown of the economy, relatively high job 
vacancy rates are likely to persist for some 
time because of an aging workforce and 
their hastening departures from the labour 
force without there being enough younger 
workers to take over.

For example, employers in the health care 
and social assistance sector were looking 
to fill 157,905 vacant jobs in September 
2022 which is a 10% increase from August 
2022, a 25% increase from September 
2021 and a 67% tremendous increase from 
September 2020. Though the October 2022 
figure declined, it was still 4.2% more than 
the August 2022 figure, and also more 
than monthly job vacancies reported in 

https://www.cbc.ca/news/business/canada-jobs-retirement-economy-1.6580000
https://www.cbc.ca/news/business/canada-jobs-retirement-economy-1.6580000
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1410037201
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1410037201
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the previous years. The same holds for 
the November 2022 figure compared to 
the previous years. A point of relevance 
here: although this sector is a significant 
employer of youth, it is also a relatively ‘old’ 
sector, where the majority of its employee’s 
ages is 25 years and above.

However, consider a sector that 
is traditionally ‘young’, i.e., the 
Accommodation and Food Services sector. 
Not only did that sector suffer the highest 
job vacancy rates in the first quarter of 2022 
with economy re-openings (see Foreword 
in the published report) but also it has 
continued to post high numbers of unfilled 
jobs. In 2022, this figure reached the highest 
at 169,770 in June, but has since declined 
to 107,535 in November, with still around 1.7 
times higher job vacancy rate than that in 
all industries. While many of those unfilled 
jobs could be seasonal and might have 
evaporated with the start of the school 
year, they still indicate tightness in the 
‘youth’ labour market right now.

Thus, job vacancy rates and existing 
inflation can put upward pressure on 
wages and salaries despite an economic 
slowdown resulting from interest rate hikes. 
That is the most likely explanation for why 
hiring is still strong.  However, we do know 
that inflation rates continue to be higher 
than wage growth, indicating that price 
inflation since 2022, has not been the result 
of cost-push wage growth. The central 
concern is that this combination of factors 
is likely to raise unemployment for both 
youth and the rest of the workers down the 
road, but will have an outsized effect on 
youth unemployment for the same reasons 
discussed earlier.

What makes this 
period of inflation 
and interest rate 
hikes different 
from the past as 
regards youth 
unemployment?
Mandatory pandemic shutdowns 
forced a grinding halt to 
economic activity Canada-wide 
causing inflation in 2022–23
The shutdown was the economic shock, 
unforeseen in 2020, that caused Canadian 
real GDP to plummet between March – June 
of 2020.

Government support programs, like the 
Canada Emergency Response Benefit 
(CERB)/Canada Recovery Sickness Benefit 
(CRSB) and the Canada Emergency 
Wage Subsidy (CEWS), ensured that the 
deepest recession since the 1929 Great 
Depression was short-lived. Nevertheless, 
there were cascading effects from rolling 
closures over the world, supply chain 
shortages, Canadian households flush with 
savings and waiting to spend (which they 
eventually did), waves of retirements and 
jobs switching, war, etc. Altogether, these 
put upward pressure on prices of goods 
and services that started rising in late 2021 
above the 2% inflation target of the BoC.

https://ccyp-ccpj.wildapricot.org/resources/Knowledge%20Centre/Impact%20Covid%20youthful%20industries%20ENG%20Final.pdf
https://ccyp-ccpj.wildapricot.org/resources/Knowledge%20Centre/Impact%20Covid%20youthful%20industries%20ENG%20Final.pdf
https://ccyp-ccpj.wildapricot.org/resources/Knowledge%20Centre/Impact%20Covid%20youthful%20industries%20ENG%20Final.pdf
https://ccyp-ccpj.wildapricot.org/resources/Knowledge%2520Centre/Impact%2520Covid%2520youthful%2520industries%2520ENG%2520Final.pdf
https://ccyp-ccpj.wildapricot.org/resources/Knowledge%2520Centre/EN%2520CCYP%2520Labour%2520Shortage%2520Essays%25202022.pdf
https://ccyp-ccpj.wildapricot.org/resources/Knowledge%2520Centre/EN%2520CCYP%2520Labour%2520Shortage%2520Essays%25202022.pdf
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1410037201
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1410037201
https://www.bankofcanada.ca/rates/indicators/key-variables/
https://www.bankofcanada.ca/rates/indicators/key-variables/
https://www.canada.ca/en/services/benefits/ei/cerb-application.html
https://www.canada.ca/en/revenue-agency/services/benefits/recovery-sickness-benefit.html
https://www.canada.ca/en/revenue-agency/services/wage-rent-subsidies.html
https://www.cdhowe.org/sites/default/files/attachments/communiques/mixed/Communique_2020_0824_BCC.pdf
https://www.cdhowe.org/sites/default/files/attachments/communiques/mixed/Communique_2020_0824_BCC.pdf
https://ccyp-ccpj.wildapricot.org/resources/Knowledge%2520Centre/EN_Snapshot_17.pdf
https://ccyp-ccpj.wildapricot.org/resources/Knowledge%2520Centre/EN_Snapshot_17.pdf
https://www.bankofcanada.ca/2020/08/understanding-inflation-targeting/
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In addition, the effects of all of the above 
are unfolding in real-time and will affect 
youth employment adversely down the 
road should the BoC continue its chasing of 
a 2% inflation target.

The inflation target forced the increase of 
the BoC’s overnight rates from March 2022. 
Multiple hikes have raised it to 4.25% in early 
December 2022 and then again to 4.50% in 
late January 2023, with a possible increase in 
the coming months. These increases will add 
additional brakes on GDP growth, like it did 
in the last three quarters of 2022. Though it 
was more than the BoC’s projection, the real 
GDP growth rate declined from 3.2% in the 
second quarter to 1.3% in the fourth quarter 
of 2022. The big concern when it comes to 
future economic slowdowns is its effects on 
employment, particularly, youth employment 
for reasons discussed in earlier.

In fact, the inflation-led economic 
slowdown has been the cause of some 
consternation in policy circles because it 
brings back memories of the economic 
turmoil of the 1970s and 80s. How similar 
are these current conditions to the past and 
how did policy deal with those conditions?

A walk through 
the past 
downturns/
recessions 
and youth 
unemployment
Figure 3 identifies the significant downturns, 
and recessions over the past 50 years 
and plots youth unemployment rates and 
unemployment rates for workers aged 25 
years and above over this period. It also 
illustrates the ‘rule of thumb’ level of youth 
unemployment rates, which tends to be 
around twice the unemployment rates 
among workers aged 25 years and above 
during normal economic conditions.

The highlighted recessions are the more 
severe downturns since 1975, categorized 
as such by C.D. Howe Institute’s Business 
Cycle Council.

We added them to the figure to illustrate 
the impact of economic recessions on 
youth employment (and employment for 
core-aged+ workers too). Each recession 

Understanding Bank of 
Canada’s Overnight Rate

The primary tool the Bank of Canada (BoC) 
uses to control inflation is their target 
for the overnight rate – also called their 
policy interest rate. The BoC carries out 
monetary policy by influencing short-term 
interest rates by adjusting the target for the 
overnight rate on eight fixed dates each 
year. This is the starting point for setting 
many of the interest rates in the economy 
that matter for Canadians.

Every business day, Canada’s financial 
institutions move money back and forth 
among themselves for their customers. 
Whenever we make transactions, money 
flows between financial institutions. At the 
end of each day, they need to settle all 
these payments by balancing out what they 
received and what they sent. To balance 
out the payments, financial institutions can 
borrow money from each other for one day 
in the overnight market. When the financial 
institutions make these overnight loans, 
they charge each other at an interest rate 
set by the BoC called the overnight rate.

https://www.bankofcanada.ca/core-functions/monetary-policy/key-interest-rate/
https://www.bankofcanada.ca/2023/01/fad-press-release-2023-01-25/
https://www.bankofcanada.ca/2023/01/fad-press-release-2023-01-25/
https://economics.td.com/ca-inflation-new-vintage
https://economics.td.com/ca-inflation-new-vintage
https://www.cdhowe.org/council/business-cycle-council
https://www.cdhowe.org/council/business-cycle-council
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was the result of a confluence of varying 
factors; the combination of factors varied 
from recessionary period to period.

Below, we enumerate some of those 
recession causal factors, conditions for youth 
employment at that time, and policymaking 
for youth employment around it.

Inflation, stagflation and 
recession: the 1970s and early 
1980s
In the 1970s and early 80s, there were two 
distinct inflation episodes (1971 – 1976 
and 1977 – 1983) that led to double-digit 
annual inflation, subsequent increases 
in interest rates (or overnight rates) and 
stagflation stretching into recession in 

Canada, as shown in Figure 4 that plots 
inflation (annual percentage change in CPI) 
and interest rates (BoC’s monthly interest 
rate data). Rising interest rates can cause 
economic growth slowdowns (sometimes 
recessions) by restraining borrowing, 
spending and investment.

In both inflation episodes, food and 
energy price shocks were the triggers. 
Crop failures from adverse weather in 
1973 caused food prices to jump, and 
the Yom Kippur war and the oil embargo 
imposed by the Organization of Petroleum 
Exporting Countries (OPEC) in the same 
year quadrupled the oil price, though the 
embargo lasted for a few months. This led to 
Canadian inflation hitting above 12.5% in 1974.

https://economics.td.com/ca-inflation-new-vintage
https://economics.td.com/ca-inflation-new-vintage
https://www.cs.mcgill.ca/~rwest/wikispeedia/wpcd/wp/1/1973_oil_crisis.htm
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Although inflation had been growing since 
the beginning of 1971, BoC delayed and 
started hiking the overnight rate in 1973, and 
eventually, the economy entered stagnant 
economic growth under the high inflation, 
ending in recession in 1975.

However, the pace of policy interest rate 
increases was so slow that it took three 
years for it to get its policy rate to restrictive 
levels. By that point, it was too late. Inflation 
expectations adjusted upwards, resulting in 
even higher inflation over the subsequent 
years until 1983 for similar reasons 
that caused the previous inflationary 
peak in addition to the Canadian dollar 
depreciation per U.S. dollar.

Subsequently, interest rates dropped 

from their peak at 21% in 1981 as inflation 
was wrestled down to close around 5% 
in 1983 from its peak at over 12% in 1981. 
With soaring inflation and extremely tight 
monetary policy, the economy fell into 
two separate recessions in 1980 and 1982, 
respectively. Over the balance of the 1980s, 
inflation hovered between 4% to 6% with the 
moderation of interest rate.

As seen in Figure 3, in 1983-84, Canada’s 
economy recovered, unemployment 
dropped from a high of 13% in 1981 for all 
workers to 11% and continued downwards to 
a low of 6.5% by 1990. Youth unemployment 
rates also declined from their 1981 high of 
21% to 17% in 1983-84 and similarly reached 
their lowest point in the decade in 1990 to 
10.5% approximately.

https://economics.td.com/ca-inflation-new-vintage
https://economics.td.com/ca-inflation-new-vintage
https://economics.td.com/ca-inflation-new-vintage
https://economics.td.com/ca-inflation-new-vintage
https://economics.td.com/ca-inflation-new-vintage
https://economics.td.com/ca-inflation-new-vintage
https://www.cbc.ca/history/SECTIONSE1EP17CH3LE.html
https://www.cbc.ca/history/SECTIONSE1EP17CH3LE.html
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Job creation policies for youth 
in the 1970s and 1980s
The stagflation and recession that began 
in the 1970s and continued through to 
1984 prompted a new interest in the 
management of unemployment because 
of the persistence of unemployment and 
poverty amongst disadvantaged youth, 
women, and other groups.

Since existing strategies like, training, 
counselling and relocation proved 
inadequate, governments in Canada 
turned to job creation programs. It was at 
such a time that the youth labour market 
was flooded by thousands of young baby 
boomers, educated and unemployed, 
looking for full-time work and particularly 
summer jobs.

Anxiety about ensuing social unrest 
prompted the formulation of an active 
jobs creation strategy in Canada by the 
federal government.

Hence, a slew of short-term job creation 
programs was initiated, such as 
Opportunities for Youth (OFY), a scheme 
wherein students were paid to do self-
selected work, the Local Initiatives Program 
(LIP) that was designed to create jobs for 
workers in the winter months and Local 
Employment Assistance Program (LEAP), 
targeted towards employment needs of 
disadvantaged young workers.

If creation of temporary jobs quickly to 
tackle cyclical unemployment of the time is 
the criterion to measure the effectiveness 
of such job creation programs, then an 
assessment made supports their usefulness.

However, measured against structural 
unemployment and longer-term 
employment of demographic groups, regions 
or industry sectors, the quick phasing in of 
these programs had limited impact.

Thus high youth unemployment and high 
unemployment in general continued 

through the 1970s and early 1980s due to the 
macroeconomic factors of runaway inflation, 
interest rate stranglehold on inflation until 
indeed, inflation came under control.

Inflation from a business cycle 
and recession, deflation with 
housing price crash: 1990 – 1994
After a period of strong growth post-1985 and 
inflation below 5%, low inflation compared 
to the turmoil of the 1970s and early 1980s, 
prices began to rise again in 1990.

They rose from two shocks, the Iraqi 
invasion of Kuwait after which oil prices rose 
sharply and the imposition of a general 
sales tax (GST) by the federal government 
in Canada; both shocks put upward 
pressure on wages as well as influenced 
people to expect higher inflation, continuing 
an upward wage push.

However, price rises were inevitable anyway 
arising from a combination of factors of 
the late 1980s: increased income growth, 
inflationary expectations, increased 
spending, borrowing and debt, along with 
speculation in real estate.

Although inflation was nowhere as bad 
as in the 1970s, it rose sharply in 1990, in 
response to which monetary policy kicked 
in. The reduction of this inflation from 7% in 
1990 to roughly below 2% in 1992 was the 
result of monetary tightening when interest 
rates rose to over 13% in 1990 from a low of 
6.5% in 1987. The rise in interest rates left 
another recession in 1992.

Today, Canadians above the age of 32 
might remember (or remember their 
parents working through) the housing price 
crash of the 1990s.

At that time, unemployment rates for 
all workers rose to 12%; for youth it was 
18.5%. This lasted until 1994, after which 
youth unemployment (and for the rest of 
the workers too) continuously fell until it 
reached a low in 2001.

https://www.thecanadianencyclopedia.ca/en/article/labour-policy
https://www.thecanadianencyclopedia.ca/en/article/labour-policy
https://www.jstor.org/stable/3552553?origin=crossref
https://tspace.library.utoronto.ca/handle/1807/10824
https://tspace.library.utoronto.ca/handle/1807/10824
https://publications.gc.ca/collections/collection_2013/rhdcc-hrsdc/RH64-103-1998-eng.pdf
https://publications.gc.ca/collections/collection_2013/rhdcc-hrsdc/RH64-103-1998-eng.pdf
https://publications.gc.ca/collections/collection_2013/rhdcc-hrsdc/RH64-103-1998-eng.pdf
https://www.bankofcanada.ca/2001/01/canada-economic-future-what-have-we-learned/
https://www.bankofcanada.ca/2001/01/canada-economic-future-what-have-we-learned/
https://www.bankofcanada.ca/2001/01/canada-economic-future-what-have-we-learned/
https://www.bankofcanada.ca/2001/01/canada-economic-future-what-have-we-learned/
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Policy making for youth 
employment in the 1990s
Three facts became apparent by the late 
1990s about youth employment.

First, starting in the 1980s itself, youth 
employment was increasingly part-time 
in nature and by the 1990s, especially 
pronounced amongst young men, aged 
15 – 29 years.

Second, youth unemployment trends 
depended very much on education levels; 
higher education levels were associated 
with youth unemployment decline relative 
to overall youth unemployment between 
1976 and 1996, while unemployment for less-
educated youth actually rose over that time.

Third, youth unemployment rates until the 
mid-1990s (and even during the throes of 
the 1990s recession) were around twice the 
core-aged+ unemployment rate, but that 
changed in 1996, after which, irrespective 
of economic boom or downturn/recession, 
youth unemployment rates have been 
persistently higher than twice the core-
aged+ unemployment rate.

The only other occurrence of this pattern of 
youth unemployment was during the height 
of the 1970s economic crisis, when droves 
of youth were entering the labour force 
and facing mass unemployment (just like 
everyone else).

During the 1990s and onwards, that has not 
been the case, because there were fewer 
youth in the 1990s (and then and now) in 
the labour force, so unemployment rates 
for youth have been persistently higher 
than the rule-of-thumb-levels for youth 
unemployment rates, which typically should 
be twice the core-aged+ unemployment 
rates in normal economic conditions.

The implication: youth require job 
experiences earlier in life to minimize their 
vulnerability to cyclical unemployment 
(being hired last, and fired first, especially 

during downturns), and they need access 
to skills training upfront to circumvent 
both cyclical unemployment and 
structural unemployment.

In response, by 1997, federal programs for 
youth had a strong skills training and job 
experience component. There were programs 
introduced like the Youth Service Canada 
program, designed to provide unemployed 
youth with opportunities for gaining work 
experience and skills with incentives to future 
education and skills training.

This was similar to the job creation 
strategies of the 1970s and 1980s, but 
now, it was not a stop-gap measure. The 
federal government retained the youth 
employment portfolio while devolving other 
labour market policies/programming to the 
provincial levels in 1997.

It was at this time that skills development 
for youth took centre stage in youth 
employment policy, with the federal 
government initiating its massive Youth 
Employment Strategy (YES).

The objectives of the YES program were:

• Science and Technology Internships 
to encourage under-employed or 
unemployed post-secondary graduates 
obtain work experience

• Youth International Internships to 
encourage post-secondary graduates 
acquire internationally focused work 
experience to successfully transition 
from school-to-work

• First Nations and Inuit Youth Internships 
to provide youth on reserves with 
work-related skills and experience, 
including entrepreneurship to raise their 
participation in reserve and/or local 
labour markets

• Student Summer Placements to aid 
youth returning to school to access 
career-related summer work from 
employers in the private, public and 
non-profit sectors that would receive a 
wage subsidy for hiring students

https://www150.statcan.gc.ca/n1/pub/75-006-x/2013001/article/11847-eng.htm#a5
https://www150.statcan.gc.ca/n1/pub/75-006-x/2013001/article/11847-eng.htm#a5
https://publications.gc.ca/Collection-R/LoPBdP/BP/bp448-e.htm
https://publications.gc.ca/Collection-R/LoPBdP/BP/bp448-e.htm
https://publications.gc.ca/Collection-R/LoPBdP/BP/bp448-e.htm
https://publications.gc.ca/Collection-R/LoPBdP/BP/bp448-e.htm
https://publications.gc.ca/Collection-R/LoPBdP/BP/bp448-e.htm
https://publications.gc.ca/Collection-R/LoPBdP/BP/bp448-e.htm
https://publications.gc.ca/Collection-R/LoPBdP/BP/bp448-e.htm
https://ojs.library.queensu.ca/index.php/fede/article/view/13677/8861
https://ojs.library.queensu.ca/index.php/fede/article/view/13677/8861
https://ojs.library.queensu.ca/index.php/fede/article/view/13677/8861
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• Integrating core-aged+ programs like 
the Youth Internship Canada program 
and Youth Service Canada into the YES

The Government of Canada drew this key 
lesson from the 1990s recession for the 
formulation of their youth employment 
policy; in order to prepare youth for 
employment, it was imperative to improve 
skills training and work experience 
opportunities for them.

Notably from Figure 3, we still see that 
youth unemployment rates remain more 
volatile and sensitive to business cycle 
developments than that for core-aged+ 
group of workers, past the ‘rule of thumb’, 
continuing after the introduction of the YES 
program.

The Great Recession and youth 
unemployment
The Great Recession of 2008-09 began 
from the external shock emanating from 
financial markets. However, fears of 
deflation never materialized because of 
quantitative easing measures from BoC 
when they forced a series of drops in 
overnight rates from around 4.5% in 2007 to 
close to zero by 2010.

While the ensuing unemployment from the 
recession for core-aged+ workers (25 years 
and above) never went above 7% between 
2008–10, the youth unemployment rate hit 
16.5%, or more than twice that of the core-
aged+ workers, similar to the economic 
crisis of the 1970s.

The youth unemployment rate remained 
stubbornly higher than twice the core-
aged+ unemployment rate up until 2016, 
after which youth employment improved 
considerably until the pandemic crisis of 
2020.

 
 
 

One key feature about youth 
unemployment, right up until 
the pandemic hit and ever since
Independent of whether economic 
conditions were good or bad, boom 
or recession; not only have youth 
unemployment rates been higher than the 
unemployment rates for rest of workers (we 
expect this as normal), but their differences 
have been more than twice consistently 
ever since 1997 (not expected and should 
not be the norm).

The key economic reason for this difference 
between youth unemployment rates 
and unemployment rates for the rest of 
the workers is that young people have 
increasingly withdrawn themselves 
from participating in the labour market 
towards education and skills acquisition 
to cope with technological change and 
globalization over the past 35 years.

In addition, they have been taking longer to 
transition from education to employment, 
likely because of taking longer time to find 
work (reflects their higher unemployment 
rates), as well as their shift to temporary or 
part-time employment.

Continuance of skills emphasis 
in youth policy through 
recovery from the Great 
Recession
To that end, the federal government 
continued to design supports around 
improving youth employment opportunities, 
by either directly hiring students or funding 
organizations and programs that focussed 
on targeted skills training, informed career 
decision making or subsidizing student 
employment during summers.

The assumption here was that by 
improving exposure to various employment 
opportunities via programming, instruction 
and/or work experience, young people could 

https://www150.statcan.gc.ca/n1/pub/42-28-0001/2021001/article/00002-eng.htm
https://www150.statcan.gc.ca/n1/pub/42-28-0001/2021001/article/00002-eng.htm
https://www150.statcan.gc.ca/n1/pub/42-28-0001/2021001/article/00002-eng.htm
https://www.sciencedirect.com/science/article/abs/pii/S0014292120300751
https://www.sciencedirect.com/science/article/abs/pii/S0014292120300751
https://www.sciencedirect.com/science/article/abs/pii/S0014292120300751
https://www.oecd.org/employment/emp/38187773.pdf
https://www.oecd.org/employment/emp/38187773.pdf
https://www.oecd.org/employment/emp/38187773.pdf
https://www.oecd.org/employment/emp/38187773.pdf
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improve their transition periods or minimize 
their ‘wait’ times between education and 
finding appropriate employment, thereby 
reducing unemployment.

Hence, the YES program continued with its 
involvement of 11 federal departments and 
agencies towards targeted skills training, 
career decision-making and student 
employment programs.

With the sole exception of 2010-11, when 
spending on this program rose to $397.9 
million, average spending on this program 
post-recession (until 2014) was around 
$316 million, lower than the pre-recession 
outlay of $323.5 million in 2007-2008, (some 
estimates obtained from Departmental 
Supplemental Reports, Supplementary 
Information Tables directly).

There is some indication as well, that the 
number of youth covered under this program 
halved from the pre-recession coverage.

On the other hand, we are unsure of the 
effectiveness of active labour market policies 
targeted toward youth, such as the programs 
cited above. There is some evidence from 
a cross-country study that in high-income 
countries like Canada, the USA and other 
OECD countries, the role of such intervention 
is less successful in improving youth 
employment outcomes like employment 
rates or earnings than that for less developed 
and middle-income countries, like Nepal, 
Kenya, Turkey and Brazil.

Programs in less developed or middle-
income countries likely target and therefore 
strongly affect populations that are very 
vulnerable, especially low-income and 
low-skilled youth more comprehensively. 
In high-income countries, the target 
populations are less discernible from the 
population at large.

Another conjecture is that many of the 
employment programs in low and middle-
income countries were relatively more 
recent than those in high-income countries, 

and so might have benefited from design 
and implementation innovations.

Either way, for high-income countries 
like Canada, the evidence concerning 
the effectiveness of youth labour market 
interventions like the YES was inconclusive.

The improvement in youth employment 
after the Great Recession hit (see Figure 
3) was from economic recovery, low 
inflation and low-interest rates. By 2012, 
youth employment certainly improved, i.e., 
unemployment dropped quite drastically 
for youth, but it dropped for core-aged+ 
workers too.

Beginning in January 2011, real GDP grew 
by 4.1% over January 2010 and continued 
growing to varying extents (with a few dips) 
until the pandemic hit in March 2020. This 
was reflected in unemployment trending 
downwards for all workers, including youth.

Yet, youth unemployment, despite strong 
employment recovery, remained more than 
twice the core-aged+ unemployment rate 
even before the pandemic shutdown of the 
Canadian economy in March 2020.

”

“Yet, youth 
unemployment 
remained more 
than twice the 
core-aged+ 
unemployment rate 
even before the 
pandemic shutdown 
of the Canadian 
economy in March 
2020. 

https://www.ourcommons.ca/Content/Committee/412/FINA/Reports/RP6658485/finarp06/finarp06-e.pdf
https://www.ourcommons.ca/Content/Committee/412/FINA/Reports/RP6658485/finarp06/finarp06-e.pdf
https://www.ourcommons.ca/Content/Committee/412/FINA/Reports/RP6658485/finarp06/finarp06-e.pdf
https://www.ourcommons.ca/Content/Committee/412/FINA/Reports/RP6658485/finarp06/finarp06-e.pdf
https://www.ourcommons.ca/Content/Committee/412/FINA/Reports/RP6658485/finarp06/finarp06-e.pdf
https://www.ourcommons.ca/Content/Committee/412/FINA/Reports/RP6658485/finarp06/finarp06-e.pdf
https://assets.nationbuilder.com/broadbent/legacy_url/724/youthjobguarantee-summary.pdf?1431294798
https://assets.nationbuilder.com/broadbent/legacy_url/724/youthjobguarantee-summary.pdf?1431294798
https://docs.iza.org/dp10263.pdf
https://www150.statcan.gc.ca/n1/pub/11-626-x/11-626-x2019014-eng.htm
https://www150.statcan.gc.ca/n1/pub/11-626-x/11-626-x2019014-eng.htm
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Back to the 
present
There is some concern that the present 
conditions will mimic the 1970s for future 
youth unemployment but there are 
significant differences between existing 
conditions that are unlikely to change in 
the future and the 1970s.

First, the structure and terms of 
employment have been changed since the 
1970s, with labour force unionization being 
very low compared to the 1970s. After all, 
the labour unions had some role to play in 
the cost-push inflation of the 1970s.

Not so, now. Canadian unionization 
rates remain low, around 25% of total 
employment, with the bulk of union activity 
in the public sector, where salary restraints 
are in effect. Therefore, this time around, 
unions cannot act as an important factor 
in wage-push inflation; labour market 
movements themselves may act as a 
factor. Tight labour market conditions for 
all workers may continue for some time to 
generate jobs for youth or to stay at around 
their same (un)employment rates despite 
the recent interest rate hike in January 2023.

There are still plenty of unfilled jobs and it 
is possibly through the persistent labour 
shortages (as discussed earlier) that 
wages could rise enough that, in turn, 
would generate youth unemployment 
down the road.

Further, people feeling hamstrung by 
inflation being higher than any wage and 
salary increments they received will result 
in changes in consumer demand for goods 
and services, i.e., less eating out, fewer retail 

goods and services bought or recreational 
activities attended. These would affect 
youth (un)employment more than wage 
increases from the tight labour market now.

Finally, globalization that started in the 
1980s, automation in the 1990s and the 
pandemic shutdowns in the past near-
terms, all combined have created their 
unique conditions that set this labour 
market for youth apart from the 1970s 
and will do so in the likely slowdown of the 
economy, recessionary conditions and 
future youth unemployment.

Effective and active labour market policies 
for youth will have to be modified for these 
unique factors above.

Concluding 
comments
Macroeconomic factors of inflation and 
interest rate responses to inflation have 
historically caused high unemployment, 
especially for youth, since the 1970s. This 
makes us concerned about the overnight 
rate hikes to tackle inflation in 2022–23 and 
its effects on economic activities and youth 
employment down the road.

Economic downturns affect youth 
employment faster and deeper than overall 
employment. Young people require access 
to skills training upfront and job experience 
earlier in life to minimize their vulnerability to 
both structural and cyclical unemployment, 
especially during economic downturns.

The effectiveness of the existing job 
creation programs like, Youth Employment 
and Skills Strategy (YESS) that transitioned 
from the YES in 2019, remains inconclusive. 

https://globalnews.ca/news/8886286/canada-1970s-stagflation-unemployment/
https://www.fraserinstitute.org/blogs/canadians-relearning-hard-economic-lessons-of-70s-and-80s
https://www.fraserinstitute.org/blogs/canadians-relearning-hard-economic-lessons-of-70s-and-80s
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1410028701
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1410037201
https://globalnews.ca/news/9392311/canada-workers-wages-inflation/
https://globalnews.ca/news/9392311/canada-workers-wages-inflation/
https://www.canada.ca/en/employment-social-development/services/funding/youth-employment-strategy.html
https://www.canada.ca/en/employment-social-development/services/funding/youth-employment-strategy.html
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“
Youth unemployment rates tend to be more 
volatile and sensitive to business cycle 
developments.

In an effort to slow inflation, the BoC has 
raised interest rates many times in 2022 
and now in 2023. But this has increased the 
cost of doing business. As yet, we have not 
seen hiring slow down (because of some 
unique, Covid-pandemic related reasons), 
but at some point, there will be fewer jobs. 
Since young people tend to be the last 
hired and the first fired, the employment 
gap they face is likely to grow wider, which 
is a matter of concern for policymakers.

Effective and active labour market policies 
for youth have to be modified, and adaptive 
to both cyclical unemployment rises 
for economic downturns and structural 
unemployment due to technological change 
and automation over the past 35 years. A 
re-think regarding the reach and scope of 
existing policy and programs is timely.

”
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