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The labour market: Mid-year
review
Jeffrey Smith

M any analysts have predicted
that 1997 would be a good year

for the Canadian economy and labour
market.  While a range of forecasts
was offered, optimists called for as
many as 350,000 new jobs, GDP
growth near 4%, and an unemploy-
ment rate below 9% by year�s end.
Even those less exuberant expected
improvements over last year. Is 1997
living up to expectations?

This article reviews the major eco-
nomic and labour market develop-
ments in the first half of 1997.  Results
are compared with other years in the
1990s, and a few forecasts are re-
viewed.

The economic environment

Strong signals early in 1997
After relatively slow growth during
1995 and for the first half of 1996,
growth in real gross domestic product
(GDP) strengthened substantially.
Following six quarters of 0.4% or less,
the last two quarters of 1996 and the
first of 1997 each posted gains of
about 0.8% (Chart A).  On an
annualized basis, this year�s first-
quarter growth was 3.4%.  Stated an-
other way, the first quarter of 1997
represents a 2.8% increase over the
first quarter of 1996.  While this recent
performance does not quite match
1994,  it nonetheless suggests that the
better-than-3% growth forecasted by
some may be plausible (see Overview
of forecasts for 1997).

The first-quarter gain was associ-
ated with increases in merchandise
exports (6.3%), personal expenditures
on consumer goods and services
(1.3%), and business investment in
machinery and equipment (5.9%, fol-
lowing  8.1% and 6.9% gains in the
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Overview of forecasts for 1997

Around the beginning or end of each
year, forecasts concerning the economy
and the labour market abound.  After a
very good 1994, a weak 1995 and 1996,
many banks, consultants and other or-
ganizations were optimistic about
1997. They called for improved eco-
nomic and employment growth, con-
tinuing low inflation and interest rates,
and some relief from stubbornly high
unemployment rates.  No particular
forecasts are singled out here, but a gen-
eral summary recalls the mood and range
of predictions made for the country as a
whole.

GDP:  Most predictions for 1997
growth were in the 2.6% to 3.8% range,
with 3.0% to  3.3% being typical.  For
the most part, annual GDP growth in
the 1990s has been more modest.  The
4.1% gain posted in 1994 was the
strongest, followed by 1995 (2.3%) and
1993 (2.2%). GDP grew by 1.5% in
1996.

Employment:  A range of opinion on
employment growth suggested esti-
mates of 1.9% to 2.6%, yielding a level
260,000 to 355,600 higher than last
year�s 13,676,200 (annual average).
Based on the December 1996 figure
(13,753,700) rather than the annual
average, these growth rates would

imply an employment gain of 261,300
to 357,600. The mid-point of either
range is about 310,000. As with GDP,
such growth would be the best since
1994, when employment rose by
276,900 (2.1%) on an annual average
basis and about 381,200 (2.9%) on a
December-over-December basis.

Unemployment rate:  Most commen-
tators were calling for some slight down-
ward movement in the national
unemployment rate over the course of
the year, to approach 9% by year end
(a few even predicted a rate below
9% by December 1997).  Typical were
average rates in the 9.4%-to-9.6%
range, close to that of 1995 (9.5%). The
1996 annual average was 9.7%, which
was also the rate recorded for Decem-
ber 1996.

Inflation:  The relatively low levels
seen recently were expected to continue
in 1997.  Typically, the 1.5% annual
change in the Consumer Price Index
(CPI) seen in 1996 was expected to re-
peat in 1997, with forecasts of 1.4% to
1.6% common.

General:  Forecasters also saw con-
tinuing low interest rates and some
strengthening in consumer spending and
exports.

This article is based mainly on informa-
tion from the Labour Force Survey
(LFS) available as of July 11, 1997.
Unless otherwise noted, monthly data
have been seasonally adjusted to pro-
vide a better picture of underlying
trends.  Seasonal movements are those
caused by regular annual events such as
climate, holidays, vacation periods, and
cycles related to crops and production.
Seasonally adjusted series still contain
irregular and longer-term cyclical varia-
tions.

LFS estimates for January 1997 are
the first to be based totally on a new

questionnaire, phased in since Septem-
ber 1996.  All its seasonally adjusted se-
ries have been revised back to 1976,
reflecting changes in methodology.  In
addition, the LFS has introduced several
new variables.  Details of these changes
can be found in two documents available
on the Internet (Statistics Canada;
Sunter et al.).

Unless otherwise stated, figures
quoted for the gross domestic product
(GDP), or any of its components, are
expenditure-based, at market prices, ex-
pressed in 1986 dollars.
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Chart A
Employment growth in the second quarter of 1997 was the best since 1994.
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previous two quarters). These were
the three greatest contributors (in the
order given) to the first-quarter
change in GDP, essentially mirroring
most years in the 1990s.1

Opinions differ on whether exports
or consumers are leading current eco-
nomic growth.2  On the one hand,
consumer spending is the largest
component of real GDP (59.7% as of
the first quarter of 1997) and its gains
in the last two quarters (each greater
than 1%) are the first consecutive
ones of this magnitude for the decade
(Chart B).  On the other hand, mer-
chandise exports have been posting
greater quarterly gains in the 1990s
and have increased their share of real
GDP by a factor of 1.6 (to 39.7% in the
first quarter of 1997).3

Preliminary indications for the sec-
ond quarter are also strong.  On a
monthly basis, real GDP at factor cost

rose 0.8% in April.  Manufacturers,
wholesalers and retailers (all of whom
suffered losses in March) accounted
for about 60% of the gain in produc-
tion.  Financial and related services
and the mining sector also contrib-
uted significantly to the advance.

Other economic indicators
Continuing low interest rates and low
inflation have no doubt been a factor
in the resurgence of spending on con-
sumer goods and services and hous-
ing. For most of 1996, the change in
the seasonally adjusted monthly
Consumer Price Index over the
same month in the previous year
stayed near 1.5%.  It began to rise in
November, reaching 2.3% this January
and February.  Since then, the
increases have been tapering off
(to 1.7% in June), returning to levels
seen for much of the post-recession
nineties.4

The prime rate averaged 6.06% in
1996, but finished the year at 4.75%
(December average).  The average for
each of the first 6 months of 1997 held
steady at 4.75%.  For 1996, conven-
tional mortgage rates averaged 6.19%
and 7.93% for one and five years, re-
spectively, but were 5.20% and 6.95%
in December.  Mortgage rates have
stayed relatively low this year (June
averages were 5.20% and 7.00%). In
June, a one-quarter point rise in the
bank rate (from 3.25% to 3.50%) failed
to trigger a rise in other rates.  And in
July, the U.S. Federal Reserve Board
decided not to raise interest rates.
This move should help to keep Cana-
dian rates steady, at least in the short
term.

Similarly, part of the export
strength over the 1990s can be attrib-
uted to the steady weakening of the
Canadian dollar against the U.S.
dollar.  In 1990, the exchange rate
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Chart B
Merchandise exports account for an increasing share of GDP.

Source: National Accounts and Environment Division
* Second-quarter figures not available.
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averaged 1.167 (Canadian dollars per
U.S. dollar). It rose from 1992 to 1995
and has held more or less steady
since. The average for the first 6
months of 1997 was 1.372.

Based on early indications, 1997
seems to be unfolding as forecasters
predicted.  Usually, economic growth
is associated with positive results for
employment.  So, with a good perform-

ance in the first quarter, and with the
stage seemingly set for solid second-
quarter results,5 how has the labour
market fared in the first half of the
year?

The labour market

Overall employment
By June of this year, employment had
grown by 193,400, significantly better
than last year�s pace (56,400) and
slightly greater than the 186,300
gained over all of 1996. 6 The advance
in average employment in the second
quarter of this year resembles the
quarterly growth rates posted in the
middle two quarters of 1994 � so far
the leaders in the 1990s (Chart A).  The
employment change over the first 6
months of 1997 is equivalent to a com-
pound growth rate of 0.23% per
month. Over the long term, this is a
strong performance (see Employment
growth in historical context), exceed-
ing the growth in two-thirds of all
6-month periods since January 1976.

So, although the year began very
slowly, with the February employ-
ment level dipping below that of De-
cember 1996, it has so far been
relatively strong and stands as one of
the better �first halves� of the 1990s
for overall employment growth (Chart
C).  In fact, employment in June was
1.4% above the December 1996 level;
only 1994 had a better performance at
the midway point. (June 1994 was
1.5% higher than December 1993. The
first half of 1994 accounted for 193,800
of the 381,200 employment gain that
year.)

The 1980s employment downswing
was �deeper but briefer� than the one
in the 1990s, but with a stronger recov-
ery/expansion phase.  However, Janu-
ary to November 1994 (months 45
through 55 on Chart D), and Novem-
ber 1995 to April 1996 (months 67
through 72) were both good periods.
The first half of 1997 has produced
another (so far quite steep) employ-
ment surge, from February to June
(months 82 through 86).
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Employment growth in historical context

In order to place this year�s employment to date into context,
comparisons are made with other years (full or part) in the dec-
ade.  As well, this review sometimes compares a period (such
as December 1996 to June 1997) with all periods of that length
since January 1976, using the calculated compound monthly
rate of growth (or decline) over the period.  For example, com-
pound monthly rates of growth for 6-month periods (n=6), are
calculated as

100((Et+n /Et)(1/n)  -1), where E = employment;
t = Jan. �76, Feb. �76, ... , Dec. �96;

Jan. �76 to Jul. �76: 100((9,798.1 / 9,711.9)(1/6) -1) = 0.147%
Feb. �76 to Aug. �76: 100((9,812.5 / 9,694.2)(1/6) -1) = 0.202%
....
Dec. �96 to Jun. �97: 100((13,947.1 / 13,753.7)(1/6) -1) = 0.233%

Since there are 258 months in the series of seasonally ad-
justed monthly employment from January 1976 to June 1997,
252 six-month periods can be identified.  Such calculations can
be done for other period lengths by using values other than n=6
in the formula.  Once all calculations are done for the periods
chosen, a variety of statistics can be calculated to describe how
a particular period, such as the one most recently ended,
fits in.

Although the monthly seasonally adjusted LFS data go back
to January 1976, the analysis could be restricted to certain sub-
sets of the data.  For example, if the period to be assessed falls
in an expansionary phase, the set of compound monthly
growth rates could be computed only for periods of that length
that happen to fall into expansionary phases, and then
compared with the period of interest.  However, this would

necessitate defining these phases, which could be difficult in
itself, and even more complicated if several different compari-
sons were done.  (For instance, different types of employment
or different provinces could each require different inclusions
and exclusions.)  Thus, for simplicity, where this technique is
used, the base for comparison is all periods of the length in
question dating from January 1976.  The table below illustrates
some results and their interpretation.

The 6-month column shows that the employment change
over the December 1996-to-June 1997 period was positive and
equivalent to a 0.23% monthly rate of growth compounded
over the 6 months.  The next value in the column tells where
this period falls in the distribution of all such periods since
January 1976.  Specifically, it shows a relatively high growth
period, since 67% of all 6-month periods had rates below 0.23%.
In other words, the observed 0.23% falls at the 67th percentile
(the xth percentile is the value in a distribution of values such
that x% of the values lie below it).  The next eight numbers in
the column give selected percentiles and the arithmetic mean,
which roughly describe the distribution. (The periods corre-
sponding to the worst and best periods are given for interest.)
Finally, the proportion of the periods with zero or negative
compound growth rates is shown.  For example, for 6-month
periods about 16% have experienced decline or no growth (not
common, but not rare either).

The 3-month and 12-month columns are interpreted simi-
larly and are shown for comparison.  Generally speaking, the
longer the period, the narrower the distribution. The 12 months
ending in June 1997 were about average in terms of employ-
ment growth, but the growth has been gathering momentum
(the percentile ranking is increasing as periods become shorter).

Compound monthly growth rates, overall employment, selected statistics

Period length 3-month 6-month 12-month
No. since Jan. �76 255 252 246

%

Most recent  0.35 (Mar. �97 to June �97)  0.23 (Dec. �96 to June �97)  0.20 (June �96 to June �97)

% ≤ most recent  82.2  66.9  57.5

0th %ile(minimum) -0.61 (Mar. �82 to June �82) -0.49 (Mar. �82 to Sept. �82) -0.39 (Nov. �81 to Nov. �82)
10th %ile -0.13 -0.10 -0.10
25th %ile  0.04  0.06  0.09
50th %ile(median)  0.15  0.15  0.17
75th %ile  0.29  0.29  0.25
90th %ile  0.41  0.35  0.31
100th %ile(maximum)  0.62 (Jan. �78 to Apr. �78)  0.54 (Jan. �78 to July �78)  0.41 (Jan. �78 to Jan. �79)

Mean  0.14  0.14  0.14

% ≤ 0%  20.0  15.9  17.1

Source: Labour Force Survey
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Chart C
This year could eclipse 1994 for best employment growth in the 
1990s.

Source: Labour Force Survey
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These bright spots can be seen
more clearly in the movements of the
employment rate. Although overall
employment has risen by over three-
quarters of a million in the 1990s (up
798,600 as of June 1997 over Decem-
ber 1989), the rate of increase has not
kept up with population growth.  The
employment rate declined dramati-
cally in the early 1990s, although
moderate employment gains in 1992
and 1993 slowed the decline (Chart E).
January 1994 saw the rate hit its low
point of the decade at 57.8%.  The em-
ployment surge that year boosted the
rate to its post-recession high of 59%
before the latter resumed its down-
ward trend and fell to 58.4% in Novem-
ber 1995.  A second employment
surge brought the rate back to 58.8%
by April 1996.  After a slow decline to
58.3% in February 1997, it climbed to
58.9% (June 1997), thanks to renewed
employment growth early this year.
This 0.6 percentage-point rise
matches the January-to-May 1994
increase as the best 4-month rise of
the 1990s. It remains to be seen

whether the present upturn will sus-
tain itself, or prove to be another
short-lived burst typical of the 1990s.

Goods and services
In the 1990s, employment growth has
come primarily from the service sec-
tor.7  In the decade�s two strongest
years (1994 and 1996), both goods
and services contributed to the
growth, with goods accounting for
just over half of the total gains those
years.  In the first 6 months of 1997,
employment grew by 127,900 in the
service-producing industries (1.3%
growth over December 1996).  Al-
though employment in the goods sec-
tor also gained (65,500 or 1.8% since
December 1996), this was the result of
the June increase of 73,800. Over the
first 5 months of the year, employment
in this sector actually fell by 8,300.

Employment in manufacturing rose
by 89,100 (4.3%), with much of that
(52,400) also coming in June.  Both
durable and non-durable manufactur-

ing contributed to the rise (durables
accounted for about 61%).  This
growth is not unexpected, given the
strength in consumer spending and
exports already noted.  Construction
also posted a gain (22,300 or 3.0%),
linked to low interest rates and in-
creased housing starts, especially in
Ontario.  However, these gains were
tempered by declines of 38,700
(-5.1%) in primary industries (mostly
agriculture, which dropped 39,700  or
8.6%) and 7,200 (-5.0%) in utilities.

While service sector employment
was generally upbeat after its rela-
tively sluggish year in 1996, some in-
dustries lost while others gained in
the first half of 1997.  Big gains were
seen in the large community, business
and personal services (CBPS) group
(129,000 or 2.5%), fuelled largely by
business and personal services (up
3.7%, to contribute 103,200 or about
four-fifths of the total CBPS gain).
Employment was also up in transpor-
tation, storage and communication
(47,500 or 5.6%).  On the other side of
the ledger, public administration con-
tinued its general downward slide,
dropping 23,100 (-2.8%), while em-
ployment in finance, insurance and
real estate declined by 19,700 (-2.5%).
In trade, the remaining major group,
employment was little changed over
the first half of 1997 (-5,700 or -0.2%).
This was the result of offsetting
movements in wholesale and retail:
wholesale trade employment was up
18,100 (2.8%) while retail was down
23,700 (-1.4%).  Employment growth
in the former is consistent with its
strong sales (in turn, consistent with
the advances in exports, imports and
manufacturing).  While retail sales
also posted gains in the first part of
the year,  restructuring in this sector
may account for some of its recent
employment weakness.

Self-employment continues to
grow
Since December 1996, employment
has grown by just 47,800 for paid
workers (employees) (0.4%), owing to
growth in private paid employment
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Chart D
Employment growth spurts have been fewer and shorter in the 1990s.
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(up 72,900 or 0.8% since December
1996) and a drop in public employ-
ment (-25,200 or -1.2%, almost all of it
in June).  For private employees, gains
in the latter part of the period, espe-
cially March (56,000) and June
(57,000), outstripped the losses at the
start of the year.  Meanwhile, self-
employment8 has grown each month,
with gains totalling 145,600 (6.1%) by
June.

The strength in self-employment
growth is not new.  Self-employment
grew by almost 6% between Decem-
ber 1989 and July 1990.  And since July
1996, 11 consecutive months have
seen increases, most of them large
(Chart F).9  As a result, self-employ-
ment has moved from 13.8% of total
employment in December 1989, to
18.1% as of June 1997.  Over the same
period, the share of total employment

represented by private employees
dropped from 70.0% to 67.1%, and by
public employees, from 16.1% to
14.7%.

For employees, weak growth is fa-
miliar.  In February 1997, the number
of private employees was just 8,400
(0.1%) above that of December 1989.
However, in March, April, May and
June, growth in private employment
more than offset the losses in the first
two months of 1997.10

Throughout the nineties, self-
employment has increased every year
(December-to-December measure).
Other than in 1993 and 1994, its gains
have exceeded those for employees.
From December 1989 to June 1997,
self-employment represented 88.3%
of the increase in employment.  How-
ever, since  the end of 1995 it has

accounted for a somewhat smaller
(though still substantial) proportion
of the overall growth: 78.6% in 1996
and 75.3% so far in 1997.

Youths still hurting
Since the end of the last recession,
the beneficiaries of employment
growth have been adult men and
women.  Aside from a little spark
around the end of 1994, youths� em-
ployment growth has yet to be rekin-
dled.  As of this June, 17,900 fewer
persons aged 15 to 24 were employed
(-0.9%) than had been in December
1996.  On the other hand, adult em-
ployment rose over the same period
by 211,300 (1.8%).  Although adult
men accounted for two-thirds of this
gain (up 141,300 or 2.2%), adult
women�s gain was also strong (70,000
or 1.3%).
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Chart E
Sustained rises in the employment rate have been rare in the nineties.

Source: Labour Force Survey
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Growth in full-time employ-
ment
Overall, employment growth since
December 1996 has been full-time (de-
fined as 30 hours or more per week at
one�s main or only job).  Full-time
employment rose by 229,700 (2.1%)
while part-time dropped 36,300
(-1.4%).  As previous reviews have
noted, part-time employment growth
has characterized the decade.  From
1990 through 1996, part-time employ-
ment posted gains in all but one year
(1994), while full-time did so in only
three of the seven (1993, 1994 and
1996). Over the period, part-time em-
ployment rose about 423,000 while
full-time gained about 182,000.  Con-
sequently, full-time as a percentage of
total employment dropped from
83.2% in December 1989 to 80.8% in
December 1996.  By June 1997, the
proportion had risen to 81.4%.  If this
pattern continues, 1997 will be only
the third year of the decade in which
full-time growth has dominated.

Adults� employment gains so far
have been largely full-time: of men�s
141,300 rise, 134,400 (or 95.1%) were
full-time; of women�s overall 70,000
gain, 84,000 were full-time, offset by a
loss of 14,000 in part-time.  For adult
men, the proportion of employment
that is full-time has fallen through the
1990s, from 95.7% (December 1989) to
94.0% in December 1996.  With their
robust growth so far this year, the
slide appears to have been arrested,
with the proportion holding at 94.0%
in June.  For women the picture is simi-
lar.  After hovering at 76% or a little
above throughout the 1990s, the pro-
portion of women�s employment that
was full-time fell in late 1996 to reach
74.7% in December.  In 1997, the de-
cline seems to have halted and even
reversed, with the proportion reach-
ing 75.3% in June.

Like adults, youths have seen their
full-time proportion fall during the
1990s, but more sharply.  From 64.4%

in December 1989, the proportion of
youth employment that was full-time
fell to 54.5% in December 1996. How-
ever, while part-time employment fell
29,200 (-3.2%) in the first half of 1997,
full-time rose by 11,300 (1.0%), bring-
ing the proportion back up to 55.6%
in June, the highest since March 1995
(when it was 55.9%).

Provincial picture
Ontario and Quebec contributed most
to the employment change from De-
cember 1996 to June 1997 (Table 1).
Quebec, Saskatchewan, New Bruns-
wick and British Columbia provided
some notable results.  Quebec�s
showing of 69,900 additional em-
ployed is an impressive 2.2% growth,
a turnaround from 1996 when employ-
ment slipped by 20,100 for the year
(December-to-December change).
The compound growth rate of 0.36%
per month over the first 6 months of
1997 ranks in the 90th percentile for all
6-month periods since 1976.  However,
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Chart F
Self-employment continues as the main vehicle for employment growth.
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Self-employed

Total

Public employees

Private employees

Employment Dec. ’89 Dec. ’96 June ’97

                                                             
Total 13,148.5 13,753.7 13,947.1

Private employees 9,205.1 9,292.1 9,365.0
Public employees 2,122.9 2,081.8 2,056.6
Self-employed 1,820.6 2,379.8 2,525.4

’000

because this strong performance fol-
lows a period of decline, it leaves the
province�s employment just 21,700
(0.7%) ahead of its most recent high
in February 1996 (Chart G). Quebec�s
gains so far have come in the service
sector (primarily in community, busi-
ness and personal services).  Goods
sector employment has been weak,
although declines in agriculture and
construction masked a strong show-
ing in manufacturing.  Saskatchewan
also posted a strong first half, coming
in with growth of 2.7% or 12,500.  In
fact, the compound monthly growth
rate of 0.45% puts this 6-month per-
formance in the 93rd percentile for all
6-month periods since January 1976
(that is, only 7% have been better).
As in Quebec, gains in service sector
employment provided the growth,
thanks mainly to community, busi-
ness and personal services; and fi-
nance, insurance and real estate.  The
goods sector was weak, with gains in
manufacturing employment being off-
set by a drop in agriculture. New

Table 1
December 1996-to-June 1997 employment change

Compound monthly
growth rate

Change % change % Percentile

Canada  193,400  1.4  0.23 67th
Newfoundland  700  0.4  0.06 47th
Prince Edward Island  100  0.2  0.03 38th
Nova Scotia  4,500  1.2  0.19 59th
New Brunswick  9,300  3.0  0.50 92nd
Quebec  69,900  2.2  0.36 90th
Ontario  90,900  1.7  0.28 70th
Manitoba  2,100  0.4  0.07 45th
Saskatchewan  12,500  2.7  0.45 93rd
Alberta  15,100  1.1  0.17 46th
British Columbia -11,600 -0.6 -0.11 10th

Source: Labour Force Survey

Brunswick experienced fluctuations
during the first half of 1997, though
overall employment growth was
strong.  The addition of 9,300 em-
ployed since December offset the de-
clines of the second half of 1996, but

still left the province below its Decem-
ber 1994 peak.  The employment gains
in the first half of 1997 were spread
over almost all industry groups,
although business and personal
services did see noticeable declines.
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Chart G
Although 1997 started slowly for some provinces, most gained 
employment.

Source: Labour Force Survey
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At the other extreme, after a long
run as the leading job generator
among provinces, British Columbia
may have cooled down: a decrease of
11,600 brought employment levels
down 0.6% in the first half of the year.
The service-producing industries ac-
counted for most of the decline, par-
ticularly in trade; finance, insurance
and real estate; and public administra-
tion. (Community, business and per-
sonal services did gain, but not
enough to offset the other losses.)
While a 6-month net employment de-
cline is not unheard of in British Co-
lumbia, the period ending in June 1997
was poor.  The compound monthly
growth rate of -0.11% corresponds to
the 10th percentile for all 6-month
periods in the province since 1976. It
should be added, though, that this
follows the province�s peak employ-
ment level of the decade in December
1996, and that the losses occurred in
the first quarter of the year, with small
gains coming in April, May and June.
(The compound monthly growth rate
for that 3-month period was 0.23%, or
the 50th percentile.)

Aside from New Brunswick, the
picture in the three other Atlantic
provinces was mixed during the first
half of the year. In Newfoundland,
manufacturing and construction
posted gains (possibly a lingering ef-
fect of the construction phase of the
Hibernia project), which were nearly
offset by losses in the service sector.
Nova Scotia saw alternating employ-
ment gains and losses during the pe-
riod, leaving employment up 4,500 in
June compared with December 1996,
still slightly below its post-recession
peak (attained in December 1995).  As
in Newfoundland, manufacturing and
construction gained, and the service
sector lost ground.  Prince Edward
Island�s unchanged employment
level was the result of small, offset-
ting movements across industries.

Ontario began the year with two
months of employment decline, but
rebounded strongly to surpass its
previous peak of November 1996.  In

fact, the gains of March, April, May
and June produced a compound
growth rate of 0.55% per month for the
4 months ending in June, putting it in

the top 5% of all 4-month periods
since 1976 (95th percentile).  Employ-
ment gains in the first half came largely
in business and personal services;
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transportation, storage and communi-
cation; and construction.

In Manitoba, employment made
small gains and losses across indus-
tries, leaving the overall level little
changed.  After a decline in January,
employment in Alberta resumed the
growth that has been typical of the last
several years. In fact, the compound
monthly growth seen from December
1996 to June 1997 places this period
just below the median for all 6-month
periods in Alberta since 1976.  Gains
in the first half of the year were con-
centrated in community, business and
personal services; manufacturing;
and trade.

Unemployment

Overall
Employment growth in the first 6
months has been strong (193,400), so
even with a fairly large increase in the
labour force (104,500), the number of
unemployed dropped by 88,900 (Table
2). The unemployment rate fell from
9.7% to 9.1%. Until this year,  recent
upturns in employment have tended
to encourage people to join the labour
force, keeping unemployment high. 11

The Help-wanted index12 is a meas-
ure of employers� intentions to hire
new workers.  The index rose in June
for the 11th consecutive month, to
reach 121 (based on June 1996=100),
up from 99 in July 1996.  The last time
the index was that high was in March
1991 (120).  The steep rise in late 1996
and early 1997 is consistent with em-
ployment gains over the period and,
to the extent that positive changes in
the index anticipate future hiring,
bodes well for the rest of 1997.  The
recent rise in the index may also partly
explain the upward movement in the
labour force participation rate since
March, since persons who had left the
labour market earlier might have re-
turned if they thought more work was
available.  In fact, after declining
steadily from 65.0% in October 1996 to
64.5% in March (the lowest since No-
vember 1995), the overall (both sexes

aged 15 and over) participation rate
rose to reach 64.8% by mid-year, the
same as in December 1996.  Also, the
sustained rise in the index may sug-
gest further increases in the participa-
tion rate.

Rising rate for youths
While the overall unemployment rate
declined over the first half of the year,
not all age groups enjoyed lower
rates. By June, workers aged 25 to 54
had shaved 0.9 percentage points off
their December 1996 rate, to reach
7.7%, only the second time since 1990
that their rate had dipped below 8%
(Chart H). The rate for older adults (55
and over) also trended downward.
Their June rate of 6.3% returned them
to their early 1996 position. Unem-
ployment rates declined for both
adult men and women from December
1996 to June 1997. Altogether, the un-
employment rate for adults dropped
from 8.5% in December 1996 to 7.5%
in June 1997.  Throughout the 1990s,
adult men�s rate has been generally
higher than that of adult women,
though the two have tended to rise
and fall together.  The gap was great-
est in 1992, but has diminished con-
siderably since then (Macredie, 1996).

Meanwhile, the unemployment
rate for youths (15 to 24) continued
the upward trend that began in Feb-
ruary 1995.  Since September 1996, the

Table 2
Selected labour force indicators

Dec. ’96 June ’97 Change

’000 ’000 %

Population (15 and over) 23,507.4 23,678.0 170.6 0.7
Labour force 15,239.1 15,343.6 104.5 0.7
Employment 13,753.7 13,947.1 193.4 1.4
Unemployment 1,485.4 1,396.5 -88.9 -6.0

% % point %

Participation rate 64.8 64.8 - -
Employment rate 58.5 58.9 0.4 0.7
Unemployment rate 9.7 9.1 -0.6 -6.2

Source: Labour Force Survey

rate has been close to 17.0%, although
steady increases advanced it to 17.5%
by June.  Differences emerge if the
youths are split into younger (15 to
19) and older groups (20 to 24) (Chart
H). The unemployment rate for the
older group has held its position for
almost three years (around 14%). On
the other hand, after having moved
more or less in parallel with that of
older youths (though at a higher
level), the rate for younger youths
seemed to take a different course in
early 1995. From February 1995 to De-
cember 1996, the rate for 15 to 19 year-
olds gained 4.0 percentage points to
reach 21.2%. By June 1997, the rate hit
23.5%.

As a result of these trends, the ra-
tio of youth-to-adult unemployment
rates continued to climb in 1997.
It has been between 1.6 and 2.6 since
January 1976 (median 1.9).  In the
nineties, this ratio has been between
1.7 and 2.3 (median 1.8).  From May
1996 to February 1997 it was 1.9 or 2.0,
but by June had risen to 2.3. The ratio
for older youths, which has ranged
between 1.5 and 1.9 this decade (me-
dian 1.7), crept up to 1.8 this year, es-
sentially because of the falling adult
rate. The younger youth-to-adult
ratio, however, hit its 1990s high point
in June (3.1). Although this is not the
highest ever � the range since 1976
has been from 1.6 to 3.4 (median 2.2) �
ratios of 3 or more have been rare,
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Chart H
The long-awaited decline in unemployment rates may have 
arrived, except for youths.

Source: Labour Force Survey

Unemployment rate
(%)

15 and over

Aged 15 to 19

20 to 24

25 to 54

55 and over

even for this young age group. June�s
is the first of the 1990s; the last one
was in January 1982 (3.0).

Provincial unemployment
At the national level, employment
growth in the first 6 months of 1997,
combined with a reduction in the
number of unemployed, resulted in la-
bour force growth that just matched
working-age population growth.  In
other words, the participation rate re-
mained unchanged.  (Of all 6-month
periods in the 1990s, the participation
rate has fallen in two-thirds.)  And,
given the labour force growth, the
decline in unemployment translated
into a rather large drop in the unem-
ployment rate.

Aside from Saskatchewan, each
province saw its number of unem-
ployed and its unemployment rate
lower in June 1997 than in December
1996.  In Alberta, Nova Scotia, On-

tario, Quebec and New Brunswick, the
situation was similar to the national
pattern; that is, the reduction in the
number unemployed was more than
matched by increased employment
(Table 3).  However, in the latter three
provinces (especially New Bruns-
wick), employment growth was suffi-
ciently strong to promote growth in
the labour force that outpaced that in
the working-age population (a rising
participation rate).  Despite the labour
force growth in Alberta, its participa-
tion rate fell.  This was because the
province�s high rate of growth in the
working-age population overshad-
owed its modest labour force growth.
In Nova Scotia, as in Canada overall,
labour force growth was just enough
to offset growth in the working-age
population (the participation rate re-
mained unchanged).

In Newfoundland, Prince Edward
Island, and Manitoba, the labour

force shrank, owing to a combination
of relatively large declines in the
number unemployed, but only modest
employment growth.  The labour force
contraction contributed to the decline
in the participation rate in these prov-
inces.

From December 1996 to June 1997,
British Columbia saw just a modest
drop in unemployment.  In addition, it
was the only province where employ-
ment declined over the period.  As a
consequence, the unemployment rate
dipped only slightly.  The shrinking
labour force, paired with a quickly
growing population, produced a large
decline in the participation rate.

Finally, Saskatchewan was the one
province with a rise in unemployment
over the 6 months. However, its
strong employment growth meant a
relatively large increase in the labour
force, absorbing the additional unem-
ployment and  leaving the unemploy-
ment rate essentially unchanged.  The
participation rate rose substantially,
since the labour force grew more than
five times faster than the working-age
population.

Looking ahead

According to the April 1997 quarterly
Business Conditions Survey,13 some
15% of all manufacturing firms ex-
pected to increase employment, while
11% expected to decrease employ-
ment, for a positive balance of 4%
(74% said �little change�).  This result
is a bit more encouraging than that of
January 1997 (balance of +1%) or
April 1996 (-4%).  As has been the
case since 1991, no firms reported
production difficulties due to a short-
age of unskilled labour, though in
April 1997, 5% did cite a shortage of
skilled labour, matching the highest
quarterly value of the 1990s.  The
survey also showed a positive bal-
ance of orders received and a smaller
proportion of finished product inven-
tories that were �too high� (continu-
ing recent trends).  Along the same
lines, recent results from the Monthly
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Survey of Manufacturing (through
April) indicated rising shipments,
soaring levels of unfilled orders, in-
creases in new orders and a falling
inventories-to-shipments ratio.  Both
surveys suggest that, at least in
manufacturing (which directly ac-
counts for about 16% of total employ-
ment and provided 46% of the
employment growth in the first 6
months of 1997), growth seen so far
this year will likely continue.

The composite index, which paints
a broader picture of the economy,14

rose 0.8% in June, the 21st consecu-
tive monthly increase.  While this in-
dex generally trends upward, the
monthly increases in late 1996 and so
far in 1997 have been slightly above
average.15  With 9 of the 10 compo-
nents advancing in June, the economy
seems poised for sustained growth,
which could in turn augur well for
employment growth over the rest of
the year.

Summary

The labour market got off to a slow
start in 1997. However, the employ-
ment gain in the first 6 months very

nearly matched that of the first half of
1994, which at least for now retains its
position as the best year of the 1990s
for overall employment growth.

Self-employment continued to post
strong gains, although not quite as
impressive as those of late 1996.
Overall employment growth in 1997
has so far been full-time, making way
for the third (and second consecu-
tive) year of the nineties in which this
has been the case. The first 6 months
also saw the service sector add sub-
stantially to its employment, after a
relatively modest increase in 1996.
Compared with last year, when
Ontario and the West  gained employ-
ment while Quebec and the East lost,
employment gains in the first half of
1997 have been more centralized, with
Quebec and Ontario providing the
bulk of the growth. As was the case
in 1996, gains have favoured adults,
while losses have most affected the
young.

While mid-year results offer no
guarantees, barring major reversals
this year could meet expectations held
by many forecasters. o

n Notes

1 In the nineties (except for 1991),
merchandise exports have been the largest
contributor to the annual percentage
change in GDP, usually by a wide margin
over the next largest contributor, which
has generally been consumer spending.
Since 1994, business investment in ma-
chinery and equipment has also made a
large contribution to GDP growth.

2 See, for example, Bond (1997) and
Little and Bourette (1997).  The latter
article notes that the 1997 first-quarter
rise in the Conference Board of Canada�s
quarterly index of consumer attitudes was
the fifth straight quarterly rise, the first
time this has happened in 15 years.  Al-
though the levels are approaching those
seen in 1994, they are still far from those
of the late 1980s.

3 Because of the rapid price decline in
machinery and equipment (especially com-
puters) in recent years, any spending
component with a large portion of these
will see its relative importance inflated
when measured in 1986 prices.  For this
reason, trends in share of GDP may be
presented in current rather than constant
dollars.  In the case of consumer spending
and merchandise exports, doing so yields
results not very different from those

Table 3
Changes in selected indicators, December 1996 to June 1997, by province

Labour Employ- Unemploy- Participa- Employ- Unemploy-
Population 15+ force ment ment tion rate ment rate ment rate

’000 (%) % points

Canada 170.6 (0.7) 104.5 (0.7) 193.4 (1.4) -88.9 (-6.0) - 0.4 -0.6

Newfoundland -0.9 (-0.2) -3.6 (-1.5) 0.7 (0.4) -4.3 (-8.9) -0.7 0.2 -1.6
Prince Edward Island 0.2 (0.2) -0.7 (-1.0) 0.1 (0.2) -0.8 (-7.0) -0.7 - -1.0
Nova Scotia 3.0 (0.4) 1.9 (0.4) 4.5 (1.2) -2.6 (-4.5) - 0.4 -0.6
New Brunswick 1.8 (0.3) 8.6 (2.4) 9.3 (3.0) -0.7 (-1.5) 1.3 1.4 -0.5
Quebec 30.0 (0.5) 39.8 (1.1) 69.9 (2.2) -30.1 (-6.8) 0.3 0.9 -0.9
Ontario 65.8 (0.7) 59.2 (1.0) 90.9 (1.7) -31.8 (-6.0) 0.2 0.6 -0.6
Manitoba 3.7 (0.4) -2.0 (-0.3) 2.1 (0.4) -4.0 (-9.2) -0.5 - -0.7
Saskatchewan 3.8 (0.5) 13.6 (2.8) 12.5 (2.7) 1.2 (4.2) 1.5 1.3 0.1
Alberta 27.2 (1.3) 5.5 (0.4) 15.1 (1.1) -9.5 (-9.9) -0.7 -0.2 -0.7
British Columbia 36.1 (1.2) -17.8 (-0.9) -11.6 (-0.6) -6.2 (-3.5) -1.3 -1.1 -0.2

Source: Labour Force Survey
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shown.  Measured on a current dollar basis,
consumer spending�s share of nominal
GDP was nearly flat over the period shown
on Chart B: it rose from 59.5% in the
first quarter of 1990 to 60.8% in the
first quarter of 1997.  For merchandise
exports, the share of nominal GDP still
rose by a factor of 1.6, from 21.5% in the
first quarter of 1990 to 34.2% in the first
quarter of 1997.

4 Unadjusted CPI figures show the same
pattern: a rise to 2.2% in January and
February 1997, falling off to 1.8% in June.

5 Although the economic picture is gen-
erally positive, certain trends may indi-
cate lingering weakness.  For example,
consumer bankruptcies hit a record high in
1996 (79,631 or 3.4 per 1000 Canadians
aged 15 and over).  So far in 1997, the
trend seems to be continuing. The first
quarter of 1997 saw 21,141 consumer
bankruptcies, versus 19,146 for the same
period in 1996 (up 10.4%).  In April 1997,
a further 8,507 consumers filed for bank-
ruptcy, bringing the 1997 total to 29,648,
well above the 25,922 at the same point
in 1996.  Consumer bankruptcies rose
sharply in 1990 and 1991 and have stayed
high since.  The number of business bank-
ruptcies has fluctuated over the decade, but
increased again in 1995 and 1996, reach-
ing 14,229.  As of April 1997, 4,517
businesses had filed, down from the 5,259
seen in the first 4 months of 1996.
Nevertheless, bankruptcy announcements
involving major companies such as Eaton�s
(February) and Interlink Freight Systems
Inc. (July) may influence public percep-
tion about the economy. At the time of
the announcement, Eaton�s had about
6,000 full-time and 9,000 part-time em-
ployees, some of whom were expected to
lose their jobs.  Interlink employed about
2,000 at the time of its filing.  The links
between economic conditions, bankrupt-
cies and employment are complex and
require further study.

Also, household borrowing remains
high while growth in personal disposable
income is lethargic.  This, combined with
another fall in the ratio of personal saving
to disposable income in the first quarter of
1997 (to about 2%), suggests that con-
sumer spending is being financed by sav-
ings and borrowing.

6 As one might expect, on average
about half the employment change in a
12-month period occurs in the first 6
months.  For all 12-month periods since
January 1976, the first 6 months have
accounted for about 49% (median) of the
total 12-month change.  A similar result
holds for the 1990s (48%).  If only
calendar years are considered, the medians
are 46% for all years from 1977 to 1996
and 42% for years in the 1990s.  Recently,
the first half of the calendar year contrib-
uted the following proportions of the
whole year�s employment growth:  88%
(1993), 51% (1994), 42% (1995) and
30% (1996).

7 Service-producing industries as a group
have gained employment every year this
decade (1990 through 1996) for a total of
775,200 (December 1996 minus Decem-
ber 1989).  Over the same years, goods-
producing industries lost in four out of
seven years, for a total decline of 170,000
(Table). Three years have been strong for
employment growth in the 1990s.  Two of
these, 1994 and 1996, are the only ones
of note for goods, which contributed just
over half of total gains those years.  The
other year was 1993, which, unlike the
other two, relied almost totally on service
sector growth.  This year could prove to
be the fourth big year of the decade,
perhaps led by the service sector.

Table (note 7)
Employment gains/declines
(Dec. minus previous Dec.)

Year Total Goods Services

�000

� 9 0 -154.7 -216.6 62.0
� 9 1 -133.9 -176.9 42.9
� 9 2 55.5 -65.9 121.4
� 9 3 172.3 13.1 159.2
� 9 4 381.2 206.7 174.5
� 9 5 98.5 -35.7 134.2
� 9 6 186.3 105.3 81.0

�97 * 193.4 65.5 127.9

�89 to �96 605.2 -170.0 775.2

�89 to �97 ** 798.6 -104.5 903.1

Source: Labour Force Survey
* June 1997 minus Dec. 1996.
** June 1997 minus Dec. 1989.

8 Self-employment includes working
owners of incorporated and unincorpo-
rated businesses, plus unpaid family work-
ers (persons who work without pay on a
farm or in a business or professional
practice owned and operated by another
family member living in the same dwell-
ing).

9 For the 11-month period ending June
1997, self-employment in Canada grew at
a compound rate of 1.28% per month, the
highest (100th percentile) for any 11-
month period measured since January 1976.
For all 11-month periods since January
1976, the median compound monthly
growth rate for self-employment was
0.27% per month. However, the rate of
self-employment growth so far in 1997,
while still very high, has not been record-
setting.  For the 6 months ended June
1997, the compound rate of growth was
0.99% per month (96th percentile for all
6-month periods since January 1976) and
for the 3 months ending June 1997, the
rate was 0.94% per month (85th percen-
tile).

10 The weakness in private employment
growth shows up in the compound monthly
growth rates.  For example, the compound
rate of growth for private employees was
-0.01% per month for the 11 months
ending June 1997 (22nd percentile for all
11-month periods). The momentum is
building, however.  Private employment
grew at 0.13% per month for the 6-month
period ending June 1997 (42nd percen-
tile), and the rate for the 3 months ended
June 1997 was 0.34% (72nd percentile,
well above the median of 0.16% for 3-
month periods).

11 For example, in the 24 months be-
tween December 1994 and December 1996,
employment grew by 284,800, while the
labour force grew by 333,500.  The number
of unemployed increased and the unem-
ployment rate rose slightly (Table).

12 The Help-wanted index is compiled
from the number of help-wanted ads pub-
lished in 22 newspapers in 20 major
metropolitan areas.  The index is season-
ally adjusted and smoothed to ease month-
to-month comparisons.  With its June
release, the index has been reweighted
using the 1996 Census estimates, and the
series has been revised historically from
January 1981.
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13 Each January, April, July and October,
the quarterly Business Conditions Survey
asks manufacturing firms to provide opin-
ions about expected production volume,
possible employment changes over the
next 3 months, orders, inventories and so
on .

14 The composite index (also called the
composite leading indicator) is made up of
10 components; the housing index (a
composite of housing starts and MLS
house sales); business and personal services
employment; the TSE 300 stock index;
the money supply (M1); the U.S. compos-
ite leading indicator; the average work
week (hours); new orders for durable goods;
the shipments-to-inventory ratio for fin-
ished goods; furniture and appliance sales;
and other durable goods sales.  The com-

Table (note 11)
Selected labour force indicators

Dec. �94 Dec. �96 Change % change

�000 �000   %

Population (15 and over) 22,862.4 23,507.4 645.0  2.8
Labour force 14,905.6 15,239.1 333.5  2.2
Employment 13,468.9 13,753.7 284.8  2.1
Unemployment 1,436.7 1,485.4 48.7  3.4

% % point %

Participation rate 65.2 64.8 -0.4 -0.6
Employment rate 58.9 58.5 -0.4 -0.7
Unemployment rate 9 .6 9 .7 0 .1 1 .0

Source: Labour Force Survey

posite index is based to 1981=100, and is
available as a smoothed (referred to in this
review) or unsmoothed series.

15 From March 1952 to June 1997, the
median monthly change in the smoothed
composite index was 0.45% (mean =
0.35%).  In the 1990s (December 1989 to
June 1997) the median change was 0.47%
(mean = 0.33%).  From October 1995 to
October 1996 (the initial resumption of
the upward trend in the index after its
downturn in mid-1995), the median was
0.45% (mean also = 0.45%).  Finally, from
November 1996 to June 1997, the median
change was 0.89% (mean = 0.89%).
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