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The Canadian Federal Budget for 2021 has been unveiled recently with a
focus on recovery from the pandemic and attention towards the postpandemic scenario. The budget provisions contain specific support for
youth as well as small and medium businesses that were significantly
impacted by the pandemic. While the budget contains specific initiatives
for youth, some of the initiatives included are a part of CCYP’s Recovery
Plan. Following is an overview of the budgetary provisions for the youth.
We include reactions to this budget from two members of our Youth
Council.

Assistance for students
Key Features:
Moratorium on student loans interest extended till 31 March 2023
Repayment assistance criteria modified to include more people
Student assistance grants doubled

Student Debt
One of the key concerns of youth during the pandemic has been the piling up of
student debt and reduced ability to pay it back amid loss of job opportunities. This
was also one of the concerns highlighted during CCYP’s focus groups with various
youth representatives, a part of our Impact Covid Project. In Budget 2021, the
Federal government has proposed extending the moratorium on interest
accumulated on Canada Student Loans till 31 March 2023. According to
government estimates, it will save $392.7 million in student interest in 2022-2023.
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Additionally, the criteria for eligibility for repayment assistance has been modified.
While previously individuals needed to earn $25,000 or less to qualify for
repayment assistance, now the criteria have been changed to individuals earning
$40,000 or less, which is expected to bring 121,000 individuals in the ambit of
repayment assistance program. Moreover, the cap on monthly student loans has
been reduced, with the new limit restricting monthly student loan payments to 10%
of the household income, instead of 20% of household income.
Certainly, these will ease the debt burden on students, particularly on graduating
students, because it recognizes the likelihood of students’ work opportunities being
compromised due to the pandemic. A quibble: these changes are only applicable
to the federal portion of student loans and it is possible that without
commensurate changes to policy by the provinces, student debt, though reduced,
will continue acting as a burden for long graduated individuals. That said, these
measures could temporarily allow young people to modify their savings behavior,
initiate investment expenditures through long term instruments after a ‘pandemic’
graduation and to grow their income-all opportunities that student debt servicing
inhibits. Upon observation of behavior (from filed tax returns over the next two
years), it could even make a case for permanent institution of some of the above
measures. In fact, there is some evidence that carrying student debt reduces
(financial) well-being depending on an individual’s income and economic
background (i.e., family income), among other determinants, (Chenery, 2021)[1].
Hence, a re-visiting of these measures is warranted after this two-year federal
student loan servicing holiday period.

[1] Chenery, K (2021) “Emerging in debt: Understanding the impact of student debt on the subjective financial wellbeing of emerging adults in the United States and
Canada”, Ph.D dissertation, McGill University, Montreal.
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CCYP’s Youth Council members shared their views on these discussed budget provisions
that directly affect them. While both respondents appreciated the help (ed.), their worry
about their futures and the long term impacts of student debt is unmistakable below.
From Jathusha Mahenthirarajan, (York
University, Graduated 2021, Special Honours
B.A Human Right & Equity Studies)
“Although the Federal Budget claims to make
the largest ever investment in youth, it needs
to go further in order to minimize the
devastating impacts that will haunt young
Canadians their whole lives. Generally, we
know that youth entering the workforce after a
recession, will be impacted lifelong, by lower
earnings, higher possibility of poverty and less
favourable family outcomes.
To me, this includes canceling all student loan
debt first and foremost. This is not a long-shot
dream, but a reality that is possible with the
will of the government to truly help youth start
their careers and lives on a fair footing.”

From Cindy Caturao, (University of Alberta,
Graduated Fall 2020, B.A. Pol.Sci & Anth.)
“The proposed two-year interest moratorium
is simply not enough! With the new system, we
will still be encumbered by the copious
amount of debt even after the pandemic. The
only difference here is delaying our payment.
Recent graduates are entering a precarious
job market. Some are unable to work because
they are now caretakers for their families,
while others are having difficulties finding
jobs.”

These views articulated by our youth members have appeared in general discussions surrounding student debt with increasing
frequency over the past 5 years or so, and perhaps it is time to adopt a wait-and-see approach towards these measures.
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Student Grants

The maximum amount distributed under Canada Students Grant to
low-income students has been increased from $3,000 to $6,000, which
is expected to support low-income students in covering the cost of their
education. Going forward, these initiatives are expected to increase the
enrollment in post-secondary institutions as they will lower the entry
barrier for university education, a view shared by Ms. Caturo from
CCYP’s Youth Council.
“As a recent graduate from the University of Alberta, I was pleased to see the
increase in the student grants for post-secondary students. With provinces such
as Alberta seeing astronomical tuition increase across different institutions, this
will help in alleviating tuition costs.”

Employment and Skills
Key Features:
Expansion of Student Work Placement and Canada Summer
Jobs
Increased training opportunities
Increase in Federal minimum wage and workers benefit

During focus group discussions with youth representatives and employers
conducted by CCYP as a part of our Impact Covid program, one of the concerns
raised by both alike, was the issue of a skills mismatch, where youth seemed to
lack the skills required by the employers. Moreover, youth had raised the issue of
being stuck in low-wage retail sector jobs while lacking the opportunities to gain
experience in the sector of their choice. The 2021 budget proposes a $109.3 million
investment in Youth Employment and Skills Strategy in 2022-2023 to boost the
skills set and remove barriers to employment for youth. It also proposes spending
of $239.8 million in other student work placement programs to provide 50,000
students with work placement opportunities. Those programs are mainly focused
on providing wage subsidies to employers to encourage hiring of youth. This is
coupled with expansionary $371.8 million spending on Canada Summer Jobs to
provide 75,000 new jobs in summer placement in the summer of 2022.
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In addition to youth-specific measures, the Budget includes further funding for
training of labor (both youth and older workers) ranging from training for the
trades to (re)/(up)skilling of labor to supporting businesses in carrying out training
of their employees, reported in the table below.

Program

Description

Number of jobs expected
to be created

Sectoral Workforce
Solutions Program

Program designed with
employers and sectoral
associations to train workers
in skills in demand

90,000

Apprenticeship Service

Linking apprentices with
employers

55,000

Skills for Success
Community Workforce
Development Program
Transitioning Workers
to New Jobs

Teaching critical skills to Canadian
labor

25,000

Support communities to link
employers with training providers

90,000

Supporter workers whose
jobs have been lost during
the lockdown to gain new
skills

15,500

Certainly, worker-(re)training initiatives as policy measures are not new and
at this point, increasing outlays for similar programming is welcome because
many sectors have been hit hard and affected workers have to move from
struggling industries into growth industries. Yet, the evaluation of these sorts of
(re)training programs are not provided in a clear and comprehensive
manner because not only is there not a federal arms- length body performing
and publishing streamlined comparative program evaluations, but the
employment assistance data in terms of beneficiaries is also not
disaggregated for publishing across all provinces. So, there is no way to know
how effective each and every skills (re)training program has been [2]. Of
course, these are issues concerning skills training programs that apply to all
people of working age, not just youth.
Our view is that comprehensive and comparative evaluation is a missing
element of the programming outlays of this budget.
[2] In our first State of the Sector report, published in June 2020, we talked about some of these issues with reference to Quebec
and Ontario.
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Another provision of the 2021 budget, is an increase in the Federal minimum wage to $15
per hour which is applicable to federally regulated private sector jobs. The Canada Workers
Benefit which provides a tax refund to low-income workers is being proposed to be
modified to include minimum wage workers. This is expected to lift 45,000 people under the
age of 35 from poverty. Changes are being proposed to the Canada Labor Code to
regulate gig workers in the Federally regulated private sector.
However, there are still gaps in coverage, despite the reform proposals above. While the
Federal minimum wage has been raised, it is applicable to only 26,000 workers in the
federally regulated private sector, which is restricted to mostly Crown Corporations, banking
sector and corporations in infrastructure and communications
The proposed changes to the Labor Code for regulating the gig economy, which will also be
applicable for the federally regulated private sector, is neither an important employer of gig
workers, nor a very important employer of youth.
In our first State of the Sector report, published in June 2020, we talked about some of these
issues with reference to Quebec and Ontario.
These changes will have a minimal impact on youth employment and improving the terms
of employment for youth. There is a need for an across-the-board consultation with
provinces and with those industries where gig work is the norm, rather than exception, to
improve the terms of employment of youth, a reform that is not tackled by this budgetary
framework.
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Small and Medium Businesses
Key Features:
Continuation of wage subsidies post-pandemic
Digital Adoption Support
Investment incentives
Small and medium businesses continue to be one of the hardest hit sectors from
the COVID-19 pandemic. Since small and medium businesses are significant
employers of youth in sectors like retail trade, accommodation and food services,
revenue losses for small and medium businesses translate into employment loss
for the youth. Due to vaccinations and the prospect of reopening, the current
schemes of wage and rent subsidies given to businesses will be phased out by
September 2021. Rules covering existing wage subsidies will be replaced by
Canada Recovery Hiring which will provide wage subsidies to businesses still
experiencing lower revenues compared to the pre-pandemic levels.
This was a major issue raised by the businesses in the aforementioned focus group
discussions during the Impact Covid project: the sustainability of the businesses
after the pandemic depends upon a phased withdrawal of subsidies. However,
subsidies might create dependencies on government subsidies while it might not
be sustainable to support businesses whose revenue loss is permanent. In the long
run, it might be better to provide up-to-date technical support to businesses that
require pivoting of their cost-revenue model.
Small and medium businesses were also likely to suffer from poor adoption of
digital technologies which hampered their performance relative to large
corporations during the pandemic. For example, restaurants without an online
presence struggled to maintain their sales after the implementation of lockdowns
and stay-at-home orders. [3] The budget 2021 proposes a series of measures
over the next 4 years totaling $4 billion including financing in form of micro-grants
to small and medium businesses to adopt digital tools while providing them
technical support by linking them with youth digital trainers which will also create
employment opportunities for youth.
Additionally, the 2021 Budget proposes tax deductions for investments and
proposes changes in the Small Business Financing Act to allow for increased
funding of small and medium businesses. The expectation (and hope) is that
many of the SMEs that hire youth in the most pandemic-affected industries may
be able to recoup and expand hiring through these measures.
[3] https://www.cbc.ca/news/canada/toronto/toronto-businesses-getting-digital-help-after-being-forced-to-compete-online-due-to-covid-191.5870691
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Summing Up
The 2021 Budget proposes a full-blown stimulus going forward which will be crucial to the
recovery of the Canadian economy post-pandemic by emphasizing income generation
through employment. Despite considerable outlays made towards youth employment
growth, one aspect of youth employment has been neglected: that until employment is
attained, the many youths in transition have little access to any income due to their
ineligibility for employment insurance. This sentiment was raised by Ms. Caturo, in her
reaction to the budget.
“The budget did not outline any financial support for unemployed young Canadians
who do not have access to EI. The Government of Canada should have extended CESB
another summer.”
Of course, depending on how quickly the subsidies and training programs (that lead to
secure employment) take root, that concern may be addressed. Until then, the
uncertainty remains for many young people.
That said, at CCYP, we look forward to realizing some of the objectives of Budget 2021
towards youth development and were pleased to see our own approaches to recovery,
reinforced by Budget 2021!
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