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Abstract: The employment rate, as an important indicator of the level of economic
development of a country or region, has always been a focus of attention for governments
and economists. The purpose of this paper is to analyze the major factors that affect the
employment rate in Canada. The scope of the study covers the whole of Canada. This study
collected and analyzed the historical employment data, and analyzed the influencing factors
of the employment rate through regression analysis and correlation analysis. Based on the
results of the study, it can be concluded that a high level of the economy, inflation
stabilization and a high level of technology are the main factors for Canada’s high
employment rate, while issues such as a low fertility rate and unbalanced regional
development may limit the further increase of Canada’s employment rate. This study is
important for understanding the current situation and future direction of the Canadian job
market. It also provides a number of policy recommendations to promote employment growth
and economic development.
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1. Introduction

Understanding and exploring the main factors affecting the employment rate is crucial to formulating
effective policies and promoting economic growth.

According to the Organization for Economic Cooperation and Development’s definition of the
employment rate, the employment rate measures the proportion of employees in the population of
working age (15-64 years), i.e. the ratio of the number of employed persons to the population. The
International Labor Organization (ILO) defines a person as employed when he or she has worked
more than one hour in a "gainful" position during the most recent week [1].

The employment rate measures an economy’s ability to create jobs and is therefore often used in
conjunction with the unemployment rate to assess the state of the labor and employment market. In
general, three indicators are used to describe the supply of labor in the labor market: the labor force
participation rate, the employment rate, and the unemployment rate. Distinguished from the other two
indicators, the employment rate refers to the proportion of people with jobs to the total working age
population. The labor participation rate, on the other hand, is the proportion of the economically
active population out of the total working-age population; and the unemployment rate is the
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proportion of the economically active population without a job. According to the above definitions,
there is a constant relationship between the three:U + O = T — E, where stands for the unemployed,
for those who have dropped out of the labor market, for the working-age population and for the
employed.

Now that the Corona epidemic is over, the market is affected to varying degrees in each country
and the employment rate situation remains to be seen [2]. The study used regression analysis,
correlation analysis and other methods to study the various factors affecting the changes in the
employment rate and to give explanations.

2.  The influence of political factors on the employment rate

The employment situation in Canada is now stabilizing, and the impact of the epidemic on the job
market has recovered, but the up-and-down movement remains volatile. Figure 1 shows the change
in employment from January 2013 to June 2023.
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Figure 1: Employment rate of Canada (2013-2023)

From Figure 1, it can be seen that before March 2016, the employment rate had a significant peak
period from May to August each year, which was clearly caused by the local wave of graduates
looking for jobs.

And from 2016 onwards, the fluctuation of the employment rate is greatly reduced and shows a
steady upward trend, the causes of this trend research speculates that there are two, the first one is in
2013 the Canadian government enacted the extension of compulsory education bill; the second one
is talent admission policy of Canada.

The extension of compulsory education has led to an increase in the number of high-end talents,
which in turn promotes the level of science and technology in Canada, and ultimately leads to the
emergence of more industries and an increase in the employment rate. Secondly, developed countries
generally take the tertiary industry as the main pillar industry, and Canada is no exception. More
high-end talents conform to such a development trend, and the tertiary industry has high requirements
for the education level of laborers. The extension of compulsory education makes the laborers have
the knowledge level that meets the demand of employers in the tertiary industry, and so it can
eventually make the employment rate increase. In addition, education is also an industry in itself.
Compulsory education increases the demand for teachers in schools, creating more jobs, which is also
a reason for the increase in the employment rate [3].
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Talent admission policy has always been a way for developed countries to attract overseas talents
by relying on their high living standards, favorable economic conditions and high education levels.
Such a policy increases the level of science and technology in the country and translates into
productivity and employment [4].

The employment rate curve fell sharply in April 2020 due to the home segregation policy enacted
by the Canadian government in March, where most businesses stopped working and hiring. But
employment soon climbed again, and the study attributed this to the high level of communications in
Canada itself and characteristics of the tertiary sector, with Wi-Fi penetration so high in urban areas
that many companies were able to organize home-based work and home-based interviews. Therefore,
the home quarantine brought about by the new crown epidemic did not cause the same serious damage
to Canadian companies as those in other lagging countries.

The Canadian government instituted a liberalization of the epidemic in March 2021, and the
employment rate quickly returned to the average level of over 62%. This shows that during the home
isolation period of the epidemic, Canadian educational institutions are still operating normally, and it
also shows that Canadian businesses quickly returned to normal after the epidemic was unblocked.
This is all due to Canada’s advanced education system and strong tertiary industry [5].

3.  The influence of economic factors on the employment rate
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Figure 2: Employment rate and GDP (2013-2023)

Table 1 is the regression analysis between the employment rate and GDP from January 2013 to
June 2023, and the r square of the results of the regression analysis is 0.0879. It can be clearly seen
that the growth of GDP has an important role in promoting the growth of the employment rate, and
there is a certain consistency between the trend of GDP and the trend of the employment rate, as
Figure 2 presents.

Table 1: Results of the regression analysis (GDP)

Coefficients P-value
Intercept 52.77868529 8.29E-44
X Variable 4.403312858 0.0007879

Table 2 shows the regression analysis between the employment rate and the inflation rate, and the
rsquare of the results of the regression analysis is 0.1453. The timeframe of Table 2 is consistent with
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Figure 3. Inflation in Canada has been fairly stable, with only one period of moderate inflation greater
than 6% between March 2022 and December 2022, and the rest of the decade being healthy inflation.
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Figure 3: Employment rate and Inflation (2013-2023)

Table 2: Results of the regression analysis (Inflation)

Coefficients P-value
Intercept 60.42597561 1.4E-178
X Variable 0.318131174 1.06E-05

However, during the period of moderate inflation, the employment rate of Canada remained
unaffected at around 60%, so the study hypothesizes that such moderate inflation was due to a brief
overheating of the economy as a result of increased government spending.

Developed countries like Canada have a relatively strong capacity for science and technology
innovation, a factor that can be a contributing factor to the stabilization of the employment rate in
Canada. In addition, science and technology innovation also has a reciprocal effect on GDP growth,
which has a significant impact on the employment rate in the long run [6].

4.  The influence of social factors on the employment rate
4.1. Birth rate

In this research, the average annual employment rate, number of births, tertiary sector distribution
and number of immigrants from 2013 to 2021 were chosen as the subjects of the study. It was found
that the birth rate and the average annual employment rate have a high correlation, while the other
two correlation values are lower. Although a low birth rate reduces competition for jobs, the impact
of a low birth rate is still predominantly negative for Canada, which is already not very densely
populated and where the pressure to compete for jobs is already low. The birth rate directly affects
the number of newborns, and if the birth rate stays low, it could lead to a contraction of industries
such as education, baby products, and children's health care, indirectly affecting the employment rate

[7].

Table 3: Results of the correlation analysis

Number of Birth | Tertiary sector Distribution Number of Immigrants
Correlation 0.71 -0.4 0.1
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In addition, developed countries like Canada generally face low birth rates. A low birth rate will
have a direct impact on the size of the population, thus leading to a reduction in the base of size of
the working population. In this case, even if there is a mature education system and good employment
opportunities, it may lead to a situation where the employment rate is high but the labor force is
insufficient [8].
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Figure 4: Number of birth and Birth rate (2013-2021)

4.2. Unbalanced development
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Figure 5: GDP share of Canadian provinces (2022)

The degree of economic development of Canadian provinces is seriously unbalanced, as shown in
Figure 5. All but Ontario, Quebec, Alberta and British Columbia account for no more than 5% of
GDP, and the GDP share of four provinces has exceeded 85% of the national GDP. This may be due
to the fact that excessively cold weather in some provinces has rendered some of the provinces
unsuitable for economic development and habitation. Such a situation may cause talents from
economically backward provinces to be reluctant to take up employment in their own provinces and
seek employment in economically large provinces instead. Such a situation may lead to fierce
competition in the job market of the economically large provinces and an oversupply of jobs, thus
leading to a surplus of talents. While the economically backward provinces have a shortage of labor,
making it difficult for industries to develop, and economic development is caught in a vicious circle.
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In fact, Canada admits more than 250,000 immigrants every year, and in 2022 the number of
immigrants will even be close to half a million. This move can make up for the country's population
shortage and promote economic development. According to the immigration policy of Canada, the
quality of immigrants, and asset requirements are not low, and there is a strict review of the legality
of income. On the one hand, it can ensure the stability of the quality of immigrants, and on the one
hand, it can also ensure that the country's security order [9][10].

5.  The influence of technological factors on the employment rate

Overall, the job market in Canada, although affected by the Corona epidemic, has now returned to
normal levels and remains stable. Developed countries such as Canada have a strong foundation in
science and technology innovation. This characteristic plays a vital role in stabilizing the employment
rate within the country. Furthermore, it is observed that science and technology innovation also
reciprocally impacts the growth of the gross domestic product (GDP) in the long run.

Thus, it can be said that Canada's proficient capacity for science and technology innovation not
only contributes to the stability of employment but also to the sustainable economic development of
the nation.
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Figure 6: Percentage of industries in Canada (2008-2018)

The Canadian government should focus on minimizing the economic gap between the provinces
by improving infrastructure and providing incentives for industrial development, so that employed
people are more willing to go to other provinces for employment and broaden the job market.
Secondly, the low birth rate has always been a difficulty faced by developed countries. The
government can encourage births and at the same time take advantage of the country's favorable
conditions to attract more high-quality immigrants, so as to fill the shortage of labor force with the
population base.

6. Conclusion

This paper examines the four perspectives of politics, economy, society, and technology that
influence the employment rate situation in Canada and concludes that the continued high GDP, stable
and healthy inflation, a well-developed tertiary sector and immigration and employment policies have
contributed to high employment rate, but low birth rates and regional imbalances may limit further
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gains. However, for developed countries like Canada, where employment rates tend to stabilize under
normal circumstances, a breakdown of employment by industry sector may be more valuable to study.
This paper does not analyze the various industry sectors of the job market on a segmented basis,
which is somewhat one-sided.

Also, the development and application of artificial intelligence (Al) technology has impacted the

job market in recent years, which may also be related to the fluctuation of employment rates from
2023. Therefore, future research on employment rate may focus on examining industries that are more
affected by Al technology.
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