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Impacts of Inflation  
on Canada’s Youth

by Md. Mehedi Hasan Rasel, Research Associate, CCYP, Research & Policy

You don’t have to be an economist to realize that prices have risen considerably 
over the last year and it is disproportionately affecting Canadians’ ability to 
meet our day-to-day living expenses. 

According to the Bank of Canada (BOC), the kind of inflation we’re all seeing is 
“a level not seen in nearly 40 years.”1 

Inflation is defined as the rate of increase in prices of goods and services over 
a given time period. It is a broad measure of overall increases of prices in a 
country, or the cost of living in a country. 

The inflation reared up this year comes from complex causes and carries 
consequences, different from previous inflationary episodes.2 Pent-up 
demand, supply chain disruptions, fuel price surges, and market power of the 
corporations are some of the main factors contributing to higher prices. 

Current inflation has not resulted from rising wages or tight labour market 
conditions.3 Nominal average hourly wages or wages in dollar terms and total 
compensation per worker grew by 3.3% and 4.6% year-over-year, respectively, 
ending the first quarter of 2022.4,5 These figures are well behind the consumer 
price inflation of 6.8% in the 12 months ending in April 2022, which went up 
further to 7.7% by the end of May 2022.6

What’s more, the surge in inflation has multidimensional impacts on Canada’s 
youth population, who were recently the most adversely affected demographic 
group in terms of getting and retaining employment during the COVID-19 
pandemic.7

1 https://www.bankofcanada.ca/2022/07/opening-statement-2022-07-13/

2 https://www150.statcan.gc.ca/n1/pub/71-607-x/2018016/cpilg-ipcgl-eng.htm

3 https://centreforfuturework.ca/2022/06/24/corporate-power-and-post-pandemic-inflation-a-deeper-dive/

4 https://www150.statcan.gc.ca/n1/daily-quotidien/220506/dq220506a-eng.htm

5 https://centreforfuturework.ca/2022/06/01/business-profits-from-inflation-but-workers-will-pay-to-bring-it-down/

6 https://www150.statcan.gc.ca/n1/pub/71-607-x/2018016/cpilg-ipcgl-eng.htm

7 https://ccyp-ccpj.wildapricot.org/resources/Knowledge%20Centre/Impact%20Covid%20youthful%20industries%20ENG%20
Final.pdf

https://www.bankofcanada.ca/2022/07/opening-statement-2022-07-13/
https://www150.statcan.gc.ca/n1/pub/71-607-x/2018016/cpilg-ipcgl-eng.htm
https://centreforfuturework.ca/2022/06/24/corporate-power-and-post-pandemic-inflation-a-deeper-dive/
https://www150.statcan.gc.ca/n1/daily-quotidien/220506/dq220506a-eng.htm
https://centreforfuturework.ca/2022/06/01/business-profits-from-inflation-but-workers-will-pay-to-bring-it-down/
https://www150.statcan.gc.ca/n1/pub/71-607-x/2018016/cpilg-ipcgl-eng.htm
https://ccyp-ccpj.wildapricot.org/resources/Knowledge%20Centre/Impact%20Covid%20youthful%20industries%20ENG%20Final.pdf
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Burden of Inflation on Living Standards
The latest bout of inflation is affecting the real living standards of Canadians by 
shrinking their purchasing power given the wages and salaries they receive. 

Most importantly, the burden of inflation is disproportionately high for youth 
since the average hourly wage of youth (aged 15 – 24 years) is $18.71 compared 
with $33.14 for the rest of the Canadians as of April 2022.8

Youth tend to work at entry-level positions, which require them to learn and get 
experience before receiving any wage increments that older age groups receive. 
Lack of experience at the beginning of a career tends to have them concentrate 
in labour-intensive services, like Accommodation and Food Services (North 
American Industry Classification System, NAICS 72) and Retail Trade (NAICS 44-
45), which provide entry-level, lower-skilled opportunities for employment.

The two largest youth employing industries9 – Wholesale and Retail Trade and 
Accommodation and Food Services – have had the lowest average hourly 
wage rate for the youth (aged 15 – 24 years) over the years.10 According to the 
NAICS Canada data, the average hourly wage for both full-time and part-time 
employees in the Accommodation and Food Services industry was $15.15 and 
the Wholesale and Retail Trade industry was $15.48 in 2021. Compared to these 
two industries, the average hourly wage in 2021 was at least $1.22 higher in other 
industries. 

The lower wage rate for youth is widening the gap in living standards between 
youth and the rest of the Canadians during this period of inflation, where slower 
wage growth for the youth in the previous years until 2021 has already widened 
the gap in living standards over the years between these two groups.11 This 
essentially indicates that inflation ends up hurting such low-wage earners more 
than other age groups or income groups for having less purchasing power.

An item-wise breakdown of the Consumer Price Index (CPI) from May 2022 data12 
shows that the price rises in food (8.8%) and transportation (14.6%) are well above 
the 7.7% overall price inflation. Other CPI items, including shelter, housing operations, 
furnishings and equipment, health and personal care, and recreation, education 
and reading have higher price hikes than the Canadians’ average wage rise of 3.3%, 
whereas youths’ (aged 15 – 24 years) average wage increase was near about 3% 

8 https://www150.statcan.gc.ca/n1/daily-quotidien/220506/t011a-eng.htm

9 https://ccyp-ccpj.wildapricot.org/resources/Knowledge%20Centre/Impact%20Covid%20youthful%20industries%20ENG%20
Final.pdf

10 https://www150.statcan.gc.ca/

11 New minimum wages introduced by several provinces in 2022 and the elimination of the special minimum wage for liquor 
servers in Ontario in January 2022 helped increase the annual wage growth for the youth more than their previous years’ 
average wage growth.

12 https://www150.statcan.gc.ca/n1/pub/71-607-x/2018016/cpilg-ipcgl-eng.htm

https://www150.statcan.gc.ca/n1/daily-quotidien/220506/t011a-eng.htm
https://ccyp-ccpj.wildapricot.org/resources/Knowledge%20Centre/Impact%20Covid%20youthful%20industries%20ENG%20Final.pdf
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1410006401&pickMembers%255B0%255D=1.1&pickMembers%255B1%255D=2.2&pickMembers%255B2%255D=3.1&pickMembers%255B3%255D=5.1&pickMembers%255B4%255D=6.2&cubeTimeFrame.startYear=1997&cubeTimeFrame.endYear=2021&referencePeriods=19970101,20210101
https://www150.statcan.gc.ca/n1/pub/71-607-x/2018016/cpilg-ipcgl-eng.htm
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year-over-year ending April 2022.13 With rising costs in other areas such as food 
and transportation, youth have been less able to budget money for shelter, health 
and personal care and recreation, education and reading items.

Statistics Canada’s Portrait of Canadian Society (PCS) survey from April 19 to May 
1, 2022 shows that youth aged 15 – 29 years were likelier than older age groups 
to be very concerned about their ability to afford housing (rent) since the price 
for shelter grew up to 7.4% recorded at the end of that survey period.14 Also, 
a significant proportion of the youth reported that they had to borrow money 
from friends or relatives, in addition to purchasing cheaper alternatives and/or 
delaying their purchases. Among many, these are a few examples of the unequal 
burden of inflation on Canada’s youth.

Burden of Inflation in The Effect of Increasing Interest Rate
At this point, the severity of future inflation costs on youth is unknown since it 
depends on many behavioural and economic factors. However, the common 
practice of controlling inflation is to undertake contractionary monetary policy, 
that is, to reduce the money supply in the economy by increasing the interest 
rate to make it more expensive for borrowing and spending/investing in order to 
reduce economic activity, employment, and wage growth rate. 

So far, the BOC’s gradual increase in interest rate (from 0.25% to 0.50% to 1% 
and 1.50% from March 2022 to June 2022) has had little or no impact on youths’ 
employment, earnings, and other economic activities.15 As we go to press, the 
BOC has raised its benchmark rate sharply to 2.5%, its implications for youth 
employment, are yet unclear.16

Impact on Employment and Labour Force Participation
With the interest rate growing since March 2022, employment among youth 
(aged 15 to 24 years) remained steady in general.17 

A deeper observation depicts that the male youth unemployment rate increased 
in April (11.5%) from March (10.2%) and then slightly decreased in May (11.4%) 
with an increase in their full-time employment, which did not offset the part-
time losses because more of them had already been working full-time than 
part-time.18 A similar trend is observed in their labour market participation. 

14 https://www150.statcan.gc.ca/n1/daily-quotidien/220609/dq220609a-eng.htm
15 Employment is a lagging indicator of the interest rate change that typically delays the effects of rising interest rates on 

unemployment in the economy.
16 https://www.cbc.ca/news/business/bank-of-canada-rate-hike-1.6518161#:~:text=Bank%20of%20Canada%20announces%20

a%201%25%20interest%20rate%20increase&text=Bank%20of%20Canada%20Governor%20Tiff%20Macklem%20raised%20
the%20bank’s%20benchmark,1998%20%E2%80%94%20to%20combat%20high%20inflation

17 https://www150.statcan.gc.ca

13 https://www150.statcan.gc.ca/n1/daily-quotidien/220506/t011a-eng.htm

18 https://www150.statcan.gc.ca

https://www150.statcan.gc.ca/n1/daily-quotidien/220609/dq220609a-eng.htm
https://www.cbc.ca/news/business/bank-of-canada-rate-hike-1.6518161#:~:text=Bank%20of%20Canada%20announces%20a%201%25%20interest%20rate%20increase&text=Bank%20of%20Canada%20Governor%20Tiff%20Macklem%20raised%20the%20bank’s%20benchmark,1998%20%E2%80%94%20t
https://www.cbc.ca/news/business/bank-of-canada-rate-hike-1.6518161#:~:text=Bank%20of%20Canada%20announces%20a%201%25%20interest%20rate%20increase&text=Bank%20of%20Canada%20Governor%20Tiff%20Macklem%20raised%20the%20bank’s%20benchmark,1998%20%E2%80%94%20t
https://www.cbc.ca/news/business/bank-of-canada-rate-hike-1.6518161#:~:text=Bank%20of%20Canada%20announces%20a%201%25%20interest%20rate%20increase&text=Bank%20of%20Canada%20Governor%20Tiff%20Macklem%20raised%20the%20bank’s%20benchmark,1998%20%E2%80%94%20t
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1410028702&pickMembers%25255B0%25255D=1.1&pickMembers%25255B1%25255D=3.1&cubeTimeFrame.startMonth=05&cubeTimeFrame.startYear=2022&referencePeriods=20220501,20220501
https://www150.statcan.gc.ca/n1/daily-quotidien/220506/t011a-eng.htm
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1410005001&pickMembers%25255B0%25255D=1.1&pickMembers%25255B1%25255D=4.2&pickMembers%25255B2%25255D=5.2&cubeTimeFrame.startMonth=01&cubeTimeFrame.startYear=2022&cubeTimeFrame.endMonth=05&cubeTimeFrame.endYear=2022&referencePeriods=20220101,20220501
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Unemployment rises for male youth as more enter the labour force meaning that 
males spend more time looking for work. 

For female youth, the unemployment rate gradually declined in May (8.1%) since 
March (10.2%) with greater gains in their full-time employment than part-time 
losses because more of them have been working part-time than full-time and 
there was a sudden rise in their full-time employment opportunities recently. Also, 
there are no significant changes in their labour force participation. 

A point of note: both the labour force participation rate and the employment 
rate for female youth (66% and 60.7%, respectively) are higher than that of male 
youths’ (64.4% and 57.1%, respectively).19 This is because, from the beginning 
of 2022, both permanent and temporary employment among both male and 
female youth have been increasing roughly in Wholesale and Retail Trade and 
Accommodation and Food Services industries, but the employment increase has 
been dominated by female youth.20

The current level of youth participation in the labour market (65.2% in May) is 
similar to the average observed from 2017 to 2019 (64.6%), but it is below the level 
recorded in 2008 (67.9%), before the 2008/2009 recession. After that recession, 
youth participation in the labour force declined and has yet to recover fully.21 
While this is the overall scenario of Canada’s youth employment and labour 
force participation, the rest of the Canadians’ unemployment and labour force 
participation rates are 4.3% and 70.1%, respectively. 

This large discrepancy in labour force participation between youth and the rest of 
the Canadians may originate from youths’ decision to enroll in school, changes in 
the composition of employment by industry and occupation and as well as from 
other socioeconomic and cultural factors across population groups.

Returning students (full-time students in March 2022 who intend to return to 
school in September 2022) aged 15 to 24 benefitted from favourable labour 
market conditions in May 2022, with nearly half (49.8%) being employed.22 This 
was 2.8% higher than before the COVID-19 pandemic in May 2019 (47.0%) and well 
above the level amid the pandemic in May 2021 (39.5%). 

Among these returning students, average hourly wages for employees were up 5.7% 
year-over-year in May 2022, including a 10.5% year-over-year increase in wages for 
students working in the Accommodation and Food Services industry, likely due to 
the introduction of new minimum wages by several provinces in 2022. Despite this 
significant wage growth, they are still the lowest average hourly wage receivers.

It is apparent that BOC’s decision to increase the interest rate to reduce inflation 

19 Data recorded from Labour Force Survey, May 2022 https://www150.statcan.gc.ca
20 https://www150.statcan.gc.ca
21 https://www150.statcan.gc.ca/n1/daily-quotidien/220506/dq220506a-eng.htm
22 https://www150.statcan.gc.ca/n1/daily-quotidien/220610/dq220610a-eng.htm

https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1410028702&pickMembers%25255B0%25255D=1.1&pickMembers%25255B1%25255D=3.2&cubeTimeFrame.startMonth=05&cubeTimeFrame.startYear=2022&referencePeriods=20220501,20220501
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1410007101&pickMembers%25255B0%25255D=1.1&pickMembers%25255B1%25255D=2.2&pickMembers%25255B2%25255D=4.1&pickMembers%25255B3%25255D=5.2&cubeTimeFrame.startMonth=01&cubeTimeFrame.startYear=2022&cubeTimeFrame.endMonth=05&cubeTimeFrame.endYear=2022&referencePeriods=20220101,20220501
https://www150.statcan.gc.ca/n1/daily-quotidien/220506/dq220506a-eng.htm
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has neutral effects on youths’ employment and wages so far. However, its long-
term effect is unknown given the current tight labour market condition and 
incapability to abate inflationary pressures arising from supply chain disruption 
and fuel price rise.

This is one part of the coin for BOC’s increase in interest rate. What happens 
if the rise in interest rate slows down economic activity and hence reduces 
employment? 

Again, youth will be at risk, similar to the effect of COVID-19 on their employment 
and earnings – especially, female youth will be exposed to greater risk 
because of their higher involvement in part-time work, rather than full-time as 
mentioned above, that slip with layoffs. 

In such a case, the rising interest rate will worsen youths’ living standards for 
the sake of corporate profit price inflation, rather than wage-price inflation, as 
evidenced by corporate profits that have grown alongside prices, reached their 
highest share of Canadian GDP ever, ending the first quarter of 2022, whereas the 
share of labour compensation went down compared to pre-pandemic level.23, 24 

This requires BOC’s discretion in further interest rate hikes and the government’s 
cooperation to protect youths’ living standards by easing off their living costs.

Impacts on Students’ (Youth) Loan Debts and Other Day-to-Day 
Expenses
The BOC’s interest rate hike affects the prime rate, which is the interest rate that 
banks and lenders use to determine the interest rates for many types of loans 
and lines of credit. 

With BOC’s growing interest rate, the prime rate increased to 3.70% in June and 
4.70% in the next month, July 2022.25 Thus, students’ provincial loan debt interest 
costs continue to go up, all else equal, depending on provinces and territories, 
types of loan and their repayment plans. 

Some provincial loans for students (e.g. British Columbia) are fully interest-free, 
while it is not so for other provinces and territories (e.g. Ontario).26 However, interest 
rate rise does not affect students’ federal loan debts that have fixed rates, and an 
interest-rate moratorium (suspension) is currently effective (until March 31, 2023).27, 28

23 https://centreforfuturework.ca/2022/06/01/business-profits-from-inflation-but-workers-will-pay-to-bring-it-down/
24 https://centreforfuturework.ca/2022/06/24/corporate-power-and-post-pandemic-inflation-a-deeper-dive/

25 https://www.bankofcanada.ca/rates/banking-and-financial-statistics/posted-interest-rates-offered-by-chartered-banks/
26 Depending on the types of loans and their repayment plans, British Columbia, Manitoba, Newfoundland and Labrador, 

Nova Scotia, Prince Edward Island, and Quebec (until March 31, 2023) have interest-free loan plans for students.
27 https://ccyp-ccpj.wildapricot.org/resources/Knowledge%20Centre/EN%20Snapshot%2016.pdf
28 https://www.csnpe-nslsc.canada.ca/en/home

https://centreforfuturework.ca/2022/06/01/business-profits-from-inflation-but-workers-will-pay-to-bring-it-down/
https://centreforfuturework.ca/2022/06/24/corporate-power-and-post-pandemic-inflation-a-deeper-dive/
https://ccyp-ccpj.wildapricot.org/resources/Knowledge%20Centre/EN%20Snapshot%2016.pdf
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In another context, the interest rate hike may help cool down the prices for food, 
transportation, housing, health care, education and other items and thus benefit 
the youth or at least reduce the above mentioned unequal inflation burden if 
and only if its simultaneous downstream impacts on youth employment and 
earnings are well-managed.

Soaring Inflation, Interest Rate, Government’s Debt and Its 
Consequences

Before COVID-19, the national debt, which measures the cumulative effect of 
over many years of government budget deficits (when government expenditures 
exceed their revenues), was above 87% as a share of Canada’s gross domestic 
product (GDP).29, 30 

During the pandemic, Canada accumulated significant debt in an effort to 
support the economy, making the debt-to-GDP ratio reach above 112% by 2021.31 
Such a significant increase in the debt-to-GDP ratio is a matter of concern when 
economic growth slows down. During the massive borrowing periods of 2020 
and 2021, Canada marked an average negative 0.3% GDP growth (inflation-
adjusted).32, 33 However, real GDP grew 0.8% in the first quarter of 2022, denoting 
a third consecutive quarterly increase.34 If we can sustain GDP growth, then debt 
becomes less of a problem.

While this is the scenario of the most recent years’ borrowing and economic 
performance, ballooning federal deficits and skyrocketing debt have, in fact, 
been the norm over the last 18 consecutive fiscal years, with inflation remaining 
quite tame for most of that period. Thus, any perception that rising national 
debt inherently drives an overall price increase sounds spurious. In fact, Milton 

29 https://www.fraserinstitute.org/article/canadas-economy-underperformed-during-covid-despite-massive-debt-
accumulation

30 https://www.fitchratings.com/research/sovereigns/canada-budget-lifts-spending-debt-consistent-with-
rating-20-04-2022#

31 Many economists consider 77% of annual GDP as the cut-off line for debt sustainability. By that standard, the U.S. and 
Japan should be in real trouble since their debt is over 130% and 200% of their economy’s current GDPs, respectively. 
Actually, the cut-off point for the debt-to-GDP ratio is unknown and uncertain depending on many other factors like the 
global value of currencies.

32 https://www.fraserinstitute.org/studies/accumulated-debt-and-economic-performance-of-industrialized-countries-
during-covid

33 https://www.fraserinstitute.org/article/canadas-economy-underperformed-during-covid-despite-massive-debt-
accumulation

34 https://www150.statcan.gc.ca/n1/daily-quotidien/220531/dq220531b-eng.htm

https://www.fraserinstitute.org/article/canadas-economy-underperformed-during-covid-despite-massive-debt-accumulation
https://www.fraserinstitute.org/article/canadas-economy-underperformed-during-covid-despite-massive-debt-accumulation
https://www.fitchratings.com/research/sovereigns/canada-budget-lifts-spending-debt-consistent-with-rating-20-04-2022#
https://www.fitchratings.com/research/sovereigns/canada-budget-lifts-spending-debt-consistent-with-rating-20-04-2022#
https://www.fraserinstitute.org/studies/accumulated-debt-and-economic-performance-of-industrialized-countries-during-covid
https://www.fraserinstitute.org/studies/accumulated-debt-and-economic-performance-of-industrialized-countries-during-covid
https://www.fraserinstitute.org/article/canadas-economy-underperformed-during-covid-despite-massive-debt-accumulation
https://www.fraserinstitute.org/article/canadas-economy-underperformed-during-covid-despite-massive-debt-accumulation
https://www150.statcan.gc.ca/n1/daily-quotidien/220531/dq220531b-eng.htm 
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Friedman’s modern quantity theory of money posited that the primary driver 
of inflation is not the status of the federal budget per se but the overall size of 
the money supply.35 The total national debt has no particular connection with 
the current inflation, but the recent budget deficit itself and current inflation are 
linked by a sharp rise in government spending that increased money supply. 
For example, the stimulus payments issued during the pandemic put money 
directly into consumers’ pockets. Therefore, slowing the debt growth would not 
necessarily ease inflation, but reducing the money supply almost certainly would, 
for which hiking interest rate is the key.

Many thought that political pressure might push the BOC to maintain low-interest 
rates to continue financing high levels of government spending. However, BOC is 
increasing the interest rate to tackle inflation. 

Higher debts and higher interest rates mean, all else equal, more tax dollars go 
towards paying debt interest, which leaves less money for health care, social 
services and/or tax relief and risks an inequitable bite out of the youths’ wallets. 

Moreover, today’s deficit-financed spending must be recovered by future 
taxes. Future generations of Canadians will bear the burden of deficits and debt 
because they will be the ones to repay the borrowed sums of money through the 
imposition of higher taxes in the long term. 

This makes it crucial that governments prudently initiate measures to reduce 
debt over the years. A message of hope is some provincial governments expect 
to return to balanced budgets in 2022/23. But for youth, who start off as low-wage 
earners, future tax increases pose an additional burden.

Ways of Moving Forward

One of the policy tools being used to reduce the burden of inflation on low-wage 
and salary earners, including youth, is to introduce tax cuts, or sales tax rebates. 
Most Canadian provinces have come up with gas and fuel tax cuts, including 
Ontario’s tax cut legislation for the next six months that has been effective since 
July 1.36 While we do understand the introduction of such policies, there are some 
implications to consider from the youth perspective.

With the COVID virus still around and governments needing to recover following 
the disbursement of COVID-relief funds, the gas and fuel tax cuts would cost 
provincial governments plenty.  For example, the consumer tax rebates will cost 

35 https://www.wealthmanagement.com/high-net-worth/making-sense-deficits-national-debt-and-inflation 
36 https://news.ontario.ca/en/release/1002172/ontario-government-providing-more-relief-at-the-pumps

https://www.wealthmanagement.com/high-net-worth/making-sense-deficits-national-debt-and-inflation
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the Ontario government $645 million in revenues and may not even be passed 
down to consumers anyway because suppliers could pocket the difference. Given 
the gas and fuel price rise, any supplier tax rebate, say by 5%, may not let the 
consumers enjoy the whole 5% price reduction per litre; rather suppliers could 
keep gas prices unchanged while pocketing the rebate itself, leaving consumers 
no better off than before the tax rebate. Besides, cutting consumer taxes or 
increasing subsidies are temporary measures that do not affect the main source 
of the price increase, i.e. the war in Ukraine. 

Such steps incentivize car use, whereas it might be better to build and improve 
public transit options, especially for Canadian youth, for whom vehicle ownership/
access is limited. Transit expansion helps youth to look beyond just urban centres 
because it becomes easier to move around, helping reduce housing pressures 
in those urban areas and presenting cheaper and, in some cases, shorter travel 
times.

Another policy option regarding student loan debt may aid youth. Since the 
growing interest rate to tackle inflation is imposing an unequal burden of interest 
costs on provincial student loan debt among students across provinces and 
territories, like federal and some provincial loan repayment systems, interest-
rate moratoria for the rest of the provinces and territories are highly desired to be 
effective as early as possible.

Last but not least is the grocery affordability crisis that disproportionately affects 
youth with less purchasing power. As already discussed, the retail grocery price 
increase has been outpacing the overall inflationary level, leading corporate 
profits to grow faster than ever before.37 So, it is high time for price control to blunt 
inflation and take the edge off the excessive inflationary burden on the youth.

The pandemic took a toll on youth by affecting their employment and earnings. 
Inflation has imposed an additional burden on them by affecting their 
purchasing power and hence their living standards. 

Moreover, the increasing interest rate to control inflation again leaves youth 
in uncertainty about their future employment and earnings and increases the 
burden of additional student-loan-debt interest costs in some provinces. 

In addition, a future tax increase to reduce the government debt incurred in the 
past years’ budget deficits pose an additional burden on the low-wage earners, 
the youth. 

All these factors, in combination, push back against youth well-being.

37 https://www.thestar.com/business/2022/07/09/supermarkets-are-hiking-prices-faster-than-necessary-and-profiting-
from-inflation-star-investigation-suggests.html

https://www.thestar.com/business/2022/07/09/supermarkets-are-hiking-prices-faster-than-necessary-and-profiting-from-inflation-star-investigation-suggests.html
https://www.thestar.com/business/2022/07/09/supermarkets-are-hiking-prices-faster-than-necessary-and-profiting-from-inflation-star-investigation-suggests.html
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Walking through facts about 
inflation, interest rates and  

youth employment 
by Shalini Sharma, Director, CCYP, Research & Policy

Inflation’s direct implication for youth (15 – 24 years)

• Inflation is currently at 7.7% (May 2022) which means that prices have risen 
7.7% since the same time last year in 2021. 

• Youth (15 – 24 years) are adversely affected by inflation because, despite a 
tight labour market and minimum wage increases, youth currently earn 56 
cents to every dollar earned by workers aged 25 and above. 

• With rising costs in other areas such as food and transportation, youth have 
been less able to budget money for shelter, health and personal care and 
recreation, education, etc.

• Youth aged 15 – 29 years were likelier than older age groups to be very 
concerned about their ability to afford rent.

Monetary policy for inflation control and the Bank of Canada (BOC)

Short-term to intermediate results

The BOC by raising interest rates is trying to control inflation because inflation is 
caused by: 

◊ a) supply crunches and blockages essentially affect raw materials, b) 
increasing production cost and decreasing aggregate supply; both a) 
and b) lead to cost-push inflation, c) consumers demand goods and 
services under the scenario above, raising prices further, or a case of 
‘too much money chasing too few goods’.

◊ By raising interest rates, it becomes expensive to produce goods and 
services because investment activity falls, economic growth falls, and 
so- prices fall. 
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• So far, gradual interest rate increases since March 2022 have not affected 
employment or youth employment. On July 14, 2022, the BOC raised 
interest rates sharply and we will have to see how that pans out for youth 
employment. 

A nuanced discussion of youth employment in Canada with inflation and raised 
interest rates

• So far youth employment has held steady despite interest rate increases 
since March 2022 but,

◊ Male youth are spending more time looking for work, likely because of 
slow growth in full-time work. 

◊  Female youth have experienced greater gains in full-time employment 
than males, also because youth employment tends towards concentration 
in Retail Trade (NAICS 44-45) and Accommodation and Food Services 
(NAICS 7238), which is also dominated by female youth employment. 

◊  Youth labour force participation, while similar to what it was in 2019, 
is still lower than what it was before the 2007-08 financial meltdown. 
This is likely because of youths’ decision to enroll in school, changes in 
the composition of employment by industry and occupation and from 
other socioeconomic and cultural factors across population groups.

◊  Nearly half of returning students have currently found employment. Wages 
have increased due to tight labour market conditions and minimum wage 
increases. But, the key youth employment sector, Accommodation and 
Food Services, still pays the lowest average hourly wage. 

◊  These conditions have remained steady since the gradual interest rate 
increase from BOC. i.e., interest rate increases have been absorbed 
so far, but we do not know as yet whether or how its additional and/
or sustained future increases could dampen economic activity and so, 
adversely affect youth employment before any other age-group.

Other implications of inflation and raised interest rates for youth

• With BOC’s growing interest rate, the prime rate increased and students’ 
provincial loan debt interest costs continue to go up, all else equal, 
depending on provinces and territories, types of loan and their repayment 
plans. While the federal government’s suspension of interest payments is 
welcome, some provincial-level requirements will affect youth adversely.  

38 Includes restaurants, hotels, resorts, cleaning services for each, commonly known as the hospitality sector but broader 
and includes a whole host of other activities and services. 
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Longer-term impacts of inflation and monetary policy

• Best-case scenario: the interest rate hike may help cool down the prices 
for food, transportation, housing, health care, education and other items, 
and so benefit the youth or at least reduce the above mentioned inflation 
burden. This is possible, if and only if its simultaneous downstream impacts 
on youth employment and earnings are well managed.

• Not-so-good scenario: higher debts and higher interest rates mean, all 
else equal, more tax dollars will go towards paying debt interest, which 
leaves less money for health care, social services and/or tax relief and 
risks an inequitable bite out of the youths’ wallets. Today’s deficit-financed 
spending must be recovered by future taxes. Future generations of 
Canadians (today’s youth and children) will bear the burden of deficits and 
debt because they will be the ones to repay the borrowed sums of money 
through the imposition of higher taxes in the long term.

Relief measures for youth?

• Additional public transportation cost subsidies instead of vehicular based 
tax relief,

• Uniform interest-rates suspension for provinces and territories, 
• Temporary retail food price controls.


