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CHAPTER I
- INTRODUCTION

-

Over tne perlod {953 - 1GE5 thevunemployment level in
. Canada'roselsharpiy. Thig rapid 1ncregse in labour |
‘displacement sparked off a controversy over its wost 1ikely
causel - One group of_economists tended to pux the blame for
this upward swing on a 1ack of eufficient aggregafe demand.
_?Meanwhile, an opposing group held that the increece in
unemfloyment was larbely of a structural nature,yand tbere—
fore, increasling the . sggregate denand for goods and servlces
would not lower the unemployment level substantlally.

Those who supported the ”aggregate demand" argument

-
held that given an lncrease in national income, spending

would increase by an amount determined by marginal
propensity to consume.1 This.increese in :ﬁénding would
pneete a nigher demand for goods and servlices, which in
turn would create a higher:demend for all factors of'

production, bui particularily labour.

On the other hand the structurelists argued that an

1ncrease-in aggregate denand wae not a sufficient means of
. lowering the vnemployment level; that the labour market

mechanism which served to adjust supply and demand wab
A 5 . e _ .

. € .
imperfect, and that, even when the 'economy was expanding,

the labour market mechanism would not enstre that all‘

-

1.
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catezories of available labour.would’ be sufficiently exposed

to the increasing derand for manyower. Thus, it was argued

that much of the unemployment of the period was of a

structural nature. In this thesis, the hypothesis to be
tested-1s that the level of sfructural unemployment 1in.
Canada, rose over the .period 1953 - 1965“aﬁd at a differént

rate in five differenm regions

In. order to test far structural unemployment there must

te a clear understanding of just what 1t 1s.

Pierre-Paul Proulx has defined structural unemvloyment

L3

as:

“long lasting unemployment due to a mismatching,
between the education, tralning, skills, 1ocations,
age and sex og.work.seekers and the regquirements
of employers. : - -

‘This def}hition'eppeers to be {ullYﬂacceptable.

As to the root causes of structural unemployment, it
can be seen as arising from such events as the_exhaustion of
natural resources 1nran ar%P, changes 1n consuuer demaudfoue
to the creation of‘neﬁ products, consumgg taste. changes,

s

comperitlon by an imported commodity which reduces work
opportunifies‘in any giveh industry (local or.reglonal),
technologicel chauges.which substitute-capital'for lebour,
or make specific skills or oroducts redundant, or even from
changes 1n organization or ownershlp of an industry that
reaults in the closing down‘of-certain plauts.‘f+ Such
circumstances seem to have oeen brevalent in Cangda'over
the period 1953 - 1965; leading one to suspect that (_

structural unemployment should have been presenﬁ.during the



period. Perhaps of .even more interest is the fac+ that thei‘
factors’ giving rise to structural unemployment Were not
- evenly distributed regionally.j Thus, regional structuralz |

unemployment rates should prove ~to hpve been simirarily

uneven 1in their distribution. -
\ " o .
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CHAPTER II. g

MEASUREMENT VODELS—»STRUCTURAL UNEMPFOYNEN

To indicaterthe presence and degree of structural p
' unemployment structural unemployment has to be separated
‘ from demand defficiency unemployment, which is un!hployment
caused by a lack of aggregate demand in "an economy and from

frictional unemployment" It is the-latter separation which

’
-

seems" to present the greater problem.
Frictional unemployment is the amount of unemployment
arising_from the,job changing process. Often, when & person

changes jobs, there is'a measurable passage of time'between

- the day he finishes one Job end the date.that he starts

anotherﬂjcb, even though he may be eminently qualified fcr
available Job openings: As.R. Pearlmen puts.it,
wheén vacancles exlst, and qualified unemployed
workers can fill some of these vacancles, these
unemployed are considered fflctionally unemployed
'B. Fleisher attributes frictional unemployment to
frictions 0T stickiness—/’It is one of the costs of imperfect
-labour marked information and’ adjustment and can be expected
to last anywhere from one to three weeks.é. It is the amount
of unemployment which is.caused by workers moving between
occupations, Jobs, industries and regions. -,
‘It is the,period of time during which the. worker

i "between jobs“--the time required for a new
entrdant into the labour market to find -employment

4
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_under futl employment cOndltiops, and the time that
1t takes a worker who changes over frpm one employ-
ment to another to effect the change.

However 1t would seem that structural and frictional
unemployment tend to merge into each other with no clear'
boundary seperating them, Anasmuch as some of the structural
. unemployment is really rrictional unemployment with a-long,

unacceptable time 1ag.8 ' '
A. Butler indiceted that'structursl unemployment was
. present 1f there’ﬁss an incresse in the variance of consumption
"velues in-a time'study.9 In another test, L. Galloway suggested
'thst structural unemployment was present 1f the time fsctor
' was significant when a sector s unemployment rate was
regressed ageinst total, unemployment plus time.10 To some
extent, this same view 1s held by R.A. GordonH and V. Stolkov.

Stoikov‘en‘rged oh “this ides in order to test for an ‘
1ncrease in ‘structural- un mployment Group or sectoral
unemployment rates were regressed agsinst total unemployment
snd time for each sector which was suspected to have an)increase
in structural unemployment. If the resulting coefficient .
was positive and statistically significant it implied a
gradual upuard shift over time of the sectoral unemployment
rate. This could be taken as evidence that structural ’
unemploymentrhad increased, since the business cycle did not
help to explain the phemomena, The llnear form of this test
is: _

Ug = a2 b0+ et | . :

where Ugis structural unemployment, U is total'unemployment



. unemployed the total pumber of pereone that ‘would be

T S R ' _ 6
| rate apd‘t is the time. Ueing thie model struotural
, unemployment .could be increaeing if e' wére to be éreater_' )
than zerc.12 - v o . 'f_ s ¥f‘--'
Pearlman measured the total level of struotural unemploy- :
ment ae the total number of vacancies less the numher of
unemployed workers qualified by the condition that the total
. number of persons unemployed had to be greater than the total
inamber of vacancies.J Therefore, with unemployment greater
than vacanciee, structurel unemployment ¥as considered to be‘
requal b total unemployment minus frictional and cyclical
wunemployment with cyclical. unemployment being that unemploy—

ment- caused by sedHsonal work
- ,-—‘—
U= Ustructural'F frictional 4‘Ucyclical
US._ U— (Uf-+ U c)

However, under different circumetances, such ag an over

N

abundance of. vaoancies in comparison to the total’ number

considered structurally unemployed would be the total number

of unemployed_minus ‘those unemployed Persons who were

»

i
qualified to £il1l those vacanciee. 3. Unfortunately, no valid
fcalculations of struoturel unemployment can be made from this

method of measurement due to- the necessity of separating out

f

frictional unemployment a difficult feat. o ' e

' Vanderkamp 8 studies concenfreated on the effect unemploy-

Il

_ment has ‘on interregional mobility. Hie hypotheeis was that
a person ‘18 more likely to move from region A thregion B

the higher the net advantage derived from moving; with the

L3

LY
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.i net advantage measured in-perms of employment opportunities.14

"place in a home region or a fstrange"regio {

" The employﬁent opporfunities'are represented by regional

unemployment rates, since these rates iend to reflect'

regiongl employment opportunifies. However, Vanderkphp holds
that changes 'in reglonal unemployment rates- affect the net

advantage différently,'depénding-on'if the change tékqs

He sees the‘

'pull' aspect of employment opportunities” for mew migration

in the receiving reglon outweighing e 'pugh‘ gsp%ct of thé.
aendinglregibn. However,‘for'feturning‘migrants; Vanderkamp
sees the 'puéh' aspect of the sending region's unemployment.
rateé'as stroﬁgex than the 'pull’ aspeét of the rece;ving
region?s-fhis mobility clearly affects the frictiohal
unemployment figures,‘an; in some qases;|the migraﬁt m.

move frpm frictiomal ﬁnemployment to strpctural unemployme;t.
But exactly where that boundary is, is &ifficult 1f not
impossible to '‘establish. Ir addition, when a worker migrates

out of a reglon he adds to the unémployment of that region.

:He does so by takiné wlith him the expenditure he would haﬁe

spent in that region, so that {he.reglonal demand for products-
; “

- 6
and thus for labour-decreases.1

3, -
Up to thls point, the Tffggyof’measuring-s&ructural_
unemployment described have been rather’ gemeral., ‘However,

more eXacting analyses have been undertaken in this area of

study which have resulted in the development éf four basie

4

models, ) ﬁ\“ﬂ

Richard Lipsey, in his trade-off model, ranges inflation



e hgff

5.aaaa aymptom'of laoour bottlenecks againet unemployment. b in,
" figure ‘1, on page 12 +the RR curve depicts a behavioural
relationehip between unemployment and price changes. It

"shows combinations of U and 'P which can be attalned by .
‘varyiné the level of aggregate demand . ."18 The usual
M“thaviour shown ie an 1nverae relation between unemployment
\and aggregate demand. If the level of aggregate demand is
‘high, the unemployment level will be low, but the rate of
price inflation will be high. 19

Since government has undertaken to keep unemployment at -’

as low a level ss posst33e7w1thout 1ncurr1ng an unacceptable
‘rate of price, inflat;on,La diqtinction must be made between

\'\_/
. demand deficiency unemployment v

us,structural and frictional
unemployment, |

Therefore, i1f the maximum rate of in iation'whfch would

A fbe tolerated were given to be Or then the lowest level of

b d

unemployment possible would in turn be 0X. Thie 0):4 then is
the level of structursl plus frictional unemploymeht Any
amount of unemployment greater than OX, Say any amount
between OX and 0§, would be because of a lack of sufficient
aggregate demand. In order to reduce unemployment below the
0X level, selective manpewer measures would have to be put
into operation. Suoh efforts to move the RR curve back to
R'R! would only be employed so long as it yielded a net,
benefit in a cost-benefit analysia.eo 30 long as future
social bene%ite could be derived, other policies could be

undertaken to reduce unemployment still further to R2R2.
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‘ fér the sake of argument, 1et 1t” be assumed that R %2 :
represents the'trade off cdrvéiyhere the margina} soclal
return equals the marginal's %ial‘costs of thelselected
pollcies. In which' case, Og wyuld represent structural
unemployment.: 21 ] ‘.f P | '
Je Vanderkamp, took Lipsey's model and applied it to
the Canadian economy for the post war years--mainly 1957 and
on.‘ He'chose the year'1957 as his cornerstone year because
the 1ncrease in unembloyment that was observed then is
usually labelled as sﬁructural"-22 - )
The model used in_thiﬁj;est was & simultaneous equation
of wage and price level de¥ermination. The rate of change
in the consumer price index 1s expreésed as a linear functidn ‘

-

of the follqwin% three variables:.
(1) the inverse of T unemployment rate
(2) the rate of chagof the import price index
(3) the rate of change in fhe'cénsumer price index one
period lagged.23
Based on the above, the two word equatlions of the model afec
(1) A wage change eﬁuation where upemployment and a change
in prices are explanatory varlables.
(2) A orice change equatlion where the wage change variable
and the import price changes are dete;‘minants.2
In his model, Lipsey showed that an increase In
structural unemployment'would‘result in an upward shift in the

relation between unemployment and the rate of price changes

(ihe W curve). Therefore, with other things behg equd, a mrticular
!



‘rate of unemploymeht will be compatible only'w}th a higher -

1

‘rate of inflatioh than before. To account fo{“thislgime

'variégzg§ were gdded to the:pragr equation. If the time

p—

variables result in statistically signifjoaht coefficlents,

: A ] »
. then it may be concluded that the trade-off between price

25

‘changes and‘unemSIOYment has worsened. The three time

variables Vquerkamp choge to allow for the Varlous patterns

in structural unemployment are:

T{- a linear time trend which is zero for
the first quarter of 1947, one for the second
‘quarter of 1947, etc.; this variable therefore
tests whether structural unemployment has
cogtinubusly increased over the period 1947-
1905, . .

. To this variable 1is zero for all quarters up to
C 1957, and 1t is a linear time trend from the

first quarter of 18957 to the last quarter of
1967; the question asked in this case .is
whether stiructural unewmployment may have
remained at a constant level prior to 1987
-but way have become increasingly Important -
since then,

T3 a step varlable which 1s zero in the pre-1057
years and unity from 1957 onwards; this
variable tests 1f structural unemployment has
suddenly become more important in 195Z6but
has not increased further since then.

In his test, Vanderkamp found that the coefficlents of

the three T-varliables were not significant. The T3 variable

{(the one Lipsey thought to be the least likely) came closest

-

to being significant. Therefore these tests do not support

the concluslion that structural unémployment has increased

glgnificantly in the post war perilod or from 1957 on.27
It was menmionéd that there 1is a possibility tpat.

structural unemployment i?ffted the trade-~off position at low

+ g



'but the results were-not conclusive, He also teeted the

o T
ratee of unemployment without affecting it'in the rangé‘of

unemnloyment that prevailed in the 1957-1965 period (4 percent)

hVanderkamp tested this possibility with a Phillips curve,’

-

Dossibility, by examining the deviations of the actual Irice

changes from the estimated price changes, but there ‘were no

- 28
clear q&t trends in the deviations.

Therefore, Vanderkamp concluded that if structural

.unemployment was to be defined in terms of the trade-off

relation between ‘unemployment and price changes then there

‘was no evidence to support the hypothesis that structural

unemployment has increased in the post war perlod or in the
Years from 1957 on.. At the same time there is mno evidence to
re Ject the hypothesis that;zj:reaeing structural unemployment

since 1957 has only affecte he trade-off relation at very

low levels of unemployment.29
Barbara Berman pnesented an alternative measure of
structural unemployment in the "bottleneck" model. Here it
was assumed that there werelonly two kinds of labour--the
skilled and the unskilled. Furthermore, the proportions in
which they were demanded for everf level of output were rigid?o
In an economy such as the one represented by ENOM, the co-
ordinates of such a point as A, on the employment expansion
path, would show the amount of skilled and unskililed labour
employed to produce that level of output (figure 2, on pagelﬁ).
At this point, total unemployment is the sum of skllled

unemployment (AG) and unskilled unemployment (GE). However,

)
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as productlon }s expandéd in response to an increase 1n -l%
aggfegzﬁé demand, the empioyment compoéition point advances
 to B, which.is a.'bottleneck{ position for the supply of
skilled‘workers.3t Total ﬁﬁempléyment is now restricted to
1the unékilied labou: sector (BE). This could 'be label}ed the
level of structurai unemployment because any eipansion béyond
thls position demands }etfaining for the unskilled in order
to convert’themlintb skilled--and therefore employable~-
.workers. !
‘ Retraining the ﬁnskilled worker allows the economy to
épproaoh point C on the employmeht expansioﬁ pgth. This
makes 1t possible to employ BF more unskilled workers as #eil
as FC more mewly skilled workeré.‘.However, structurél
unemployme&t 1s still measured as BE. The employmént
exgansion path moves over time, so aﬁy movement along the
curYe can oﬁly be shown in the short run.’ Also, the diggram
does not méke any ailowance for frictional or hard core .
uner:n'plojnnent.3’2
This model appears to be impractlical for purposes of

v '
this thesis since 11 does not show a direct relatlonshilp

7
between Job vaqgncies and unemployment. It also assumes

that unemployment cannot be reduced in a 'bottleneck’
situation except by selective manpower policles. In addition,
the conceﬁf of this model tends to involve a whole economy,
whereas this study is élso concerned with covering separate

gsectors of the economy.

*The Dow—Dicks Mireaux system seems to provide a more



_ FIGURE 3 .

THE DOW DICKS—MIREAUX MODEL
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' acceptable method of measuring, etructurer'unembloyment.

r

17

This model u%ilized the co%dept of an inverse relationship .

'between unfilled Jjob vacancibs and unemployment.33

Pigure 3 on page 15 shows the shape of the unemployment-‘“
.vacancy function. The . link between’ unemployment and vacancies

is demand’ for labour, which is demonstrated 1n figure 4

~—
‘Labour demand's influence 1s depicted by:

#* . . . T

-d F o-u o+ Juv '~ where u>v Y-
* ‘ 54 . Ll
d 5 v =,/uv where u<0 o S _

A
.The unemployment (U101) and vacancy functlone (vlvl)

take on a hyperbolic shape.because.they werejformed under the
4 _ .
followling agsumptlions:

(a) Unemployment will decrease at the same rate as:

demand 1ncreases trom deticient demand to adequate
- demand (d* = 0). .
(b) If demand increases to the point where it becomes
excess depand, unemployment will decreese'at a
- decreasing rate. .

(¢) As excess demand becomes smaller, vacancies will

decrease at the same rate as demand decreases.

(d) Wwhen demand, falls below adegquate demand (d* = Q)
vacanciles will tall at a decreasing rate.jb '
Hence, malad justment, oOT strdctural unemployment, 1is the amount
of unempld}ment'existing when demand 1is adequate (a* = U).30
In the model, ‘Eructural unemployment is measured as 0K (0K=OL§.

I1f the degree of malad justment increases, structural upemploy-

mept will shift from 0K to OP (0P = 0OQ). "Similerly, the



a unemplqyﬁént—%adangf tupnction will shift'ffom F%.F1 to-F; E;?
. The vadancy dgta,.howevér; is uSﬁaliy.inadequété because .
_.0of the many forms vacancles cén'take. 'This.‘p%yskthe fact
that a'ﬁypefboiic shape for'tngﬂunemp;oymeﬁt-vacanéy runctibn
is assumed ratherlthan being proved in somé empiricéllway,
hindefs the use of this model fgr the;purposes of this thesls.

However, 1! a clearer conception of }ne term"job‘ﬁacancy‘

.weré;given by & more precise definition, a usable model could
be~constrgcted_which would‘emﬁodylthe framework of the Dow,
Dicki:Mireaux unemployﬁéntnvacéncy model. . | |

-fenz,‘in'an‘effort to giﬁe a complete definition of .the
term ‘ﬁobIVacancyf which would include ail conditions and
situations ppséiple,'drew up the following gefinition:

. . .a job opening which could be filled immediately

1if (a)™he appropriate Jjob applicant presented

nimself or (b) the required complementary production

inputs were available, and whose f11ling would not

involve_the dismissal of a presently employed

worker. ‘ )

Working from this_defin!tioﬁ, Penz developed a model ﬁhiph
tried to explain the relationship between the structural
unemployment rate gnd tne relative labour demand.

The Penz approach holds that structurai équiliﬁriﬁm
exists when the structure of .1labour demanded 1s watched by
the structure of the labour supplied. ‘Also, a partial
complementarity of the factors of production is assumed.  In
qther words, a lébour bottleﬁeck in one firm does not stop
employmeﬁt expansion in %hose firms which have not run into

labour bottlenecks for supplies or orders. Nonétheless, Penz

acknowledged that the presence of labour bottlenecks will



A l - . ‘ - ) F, o .:19
increase as aggregate démand increases, .and that unemploy-

ment will tend to fall at a decreasing rate.3 ' ,

: In an economy with many 1ndustries, and therefore "
possessing a high distribution of bottlenecks, the unemploy ;>? ey
ment-vacancy system.ls seen as a hyperbola. This curve 1s-
composed of set of functions. Each function has the same.

frelation between the unemployment rate and the vacancy rate,

but.at the same time, each function 1is related to a different

level of structural. 1mbalance.39‘ If the_basic equation is
“t =.f( vy,,8¢)

where uy is unemployment at a- p%épt in tine, vy 1s the .

vacancy rate at a polint in time, and at 1s a level of.

structural imbalance, then the structural unemployment rate

can be found by solving

- u =. f(u,a-t) ¥ ‘ ‘
‘To do qgls, the followlng is assumed:
Bt ‘
uy = — o
t ST
.. u :i‘}_
u

or uBt =N/ utvt ' ‘
In this function uBt is the rate of structural uvnemploy-

ment at the point of time ‘'t'.

Thus, when this model is applied to the situation inm each
of Canada's flve economic regions, and / or to the nation aa
a whole, the amounts of structural unemplojment for each time

perlod involved, are calculated to be the square Yyoots of the



Y

‘vacancy rat¥s, - <0

This model was chosen as a basis for testing in this

' thesis because 1% ﬁtnizgd_‘tné concept o;‘man, inverse relation-

ship_bétween.ﬁnf led jodb vécancies and uneﬁﬁloyment. It |

tried to explaiciihe_relgtioﬁship.beﬁwéen the structural
uhehployment rate and phe'relative:labéur demanded, However,
1t ‘was'not‘ restrléte'd to the ex;amination of a v.thole‘econ_omy. ,
This model permitted a comparison of structural 'unemployment .
rates in the differeht regions of Canada over a spécified time-

w

period.

3
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FIGURE 5

THE PENZ MODEL
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CHAPTER III

. TESTING CANADIAﬁ DATA

To test for the presence of structural unemployment
uging elther regional or national data, reliable statistics
on vacancies were required. Since the only availadble
,atatiatics on the vacancy situation were ‘ho reported to '
the Department of hanpower and Immigrgfion, these " wWere uaed
in the tesis carried out in this thesis. Because of a change
‘in organization within the Labour Department, t he-method of
reporting vacancy data after the year 1965 was changed. This
made the efforts of comparing the most recent data with the
7 earlier statistics both difficult and unreliable.- Therefore,
only the years 1953 to 1965 are covered in this thesis.

The available vacancy data however, 1s subject to some
degree of error; . glnce tne number of vacanclies reported to.
the Canadian Manpower.offices at any one time dces not
constitute the total number of vacancles within the economny.
Not all employers will register'a job vacancy with the Canada
Manpower Center., Many employers prefer to £111 job openings
by promoting someone within the firm. This lowers the real
vacancy estimate because the job is never reported to the
Manpower office. 4&lso, any vacancy which may: finally emerge,
after a series\Pf internal promotions 18 often not’'considered
. worth bothering tne Manpower office with,.and at beat results.

in an ad in the Help Wanted column of the local newspaper.
: 22
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Furthermore many employers will always recrult via Job vacancy

ads - in neuspapers, local, regional or national;iand not
bother to,utilise the Jocal Manpower center. Still other
employers by- pass the Manpower Center by registering thelir
) job vacanclies with private employment agencles. °

nowever, the error which might result from the incomplete—
ness of VacancJ data was_ not consldered serious enough to
affect the validity of the tests _ Similarly the incomplete-
ness of the unemployment and placenent data emanating from
Manpower sources was not seen as presenting s serious threat
to the viability of the tests undertaken in this thesis.

In order to derive a satisfactory, comparable vacancy
- figure for the purpose of this study, labour placement figures
were subtracted from labour vacancy figures. This calculation
produced the unfilled Vacancy figure. The statistics which
formed the basis of these calculations were obtained from the

Labour Gazette which is published by the Canadian Department

of Labour. Figures were recorded on the quarteriyubasis,'and
then totalled to turnish the yearly totals for each- of the
. five regions, and for Cansada. Then, this unfilled vacancy
flgure was used as a percentage of the total embloyment
im order to arrive;et:a vacancy figureALto be compared with
the unemoioyment figure for test purposges,

The vacancy estimates used in this thesis differ in
thelir derivation from the Penz estimates. Penz derived his

vacancy estimate from -a relationship between the duration of

vacancles (4") and the hiring rate (h).

———



v & hdv ‘ ‘
in his study; Penz assumed that the duration of vecancies.
within the whole economy was equal to the duratlion, of
vacencies_which were reported to the National Employment
-Service.- Also, he used two d}fferent streams of 1nformatlon
to obtain his hiring ratio. He used the Hiring and Separstion
lRetes in Qertain Industries, as published by the Dominion

' Buresu of, statistics, and the hiring rate published by the

'Canadian Department of Labour in the Labour Gazette. Because
of this diversity in the sources of 1nformet1on, Penz |
resorted to extensive calculstions in an attempt to reconcile
" one set of 1nformation with the other, leaving room for
considereble errgrs of interpretation.

In the preseut study both the vacancy estimates and the
placement estimates were obtained from the same source of
1nformetlon (the Canadlan Department of Jabour as reported

in the Labour Gazette). The mnew vacancy figures wWeTe in

fact the residual vacancies that could not be filled by the
people who applied for the jobs. It was thought that this
approach would provide 8 better measure of structLral
upnemployment, gsince the bhasic gata used emanated from the
actual situatlon where the skills required for the vacancies
avallable were being compared with the skills of applicants.

The unemployment figures42 used 1in this thesis are the
seasonally ad justed unemployment figures, which were obtained
from the Canadlan Departiment of Labour, expressed as &

percentaege of the total labour force.

K]
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In‘es{imating-thé‘étrﬁcfu al ﬁnemployment,rate in this
-study, the following Telationghip was assumed.

ug = £ (ve> ag) ‘
where uy 1ls the unemployment rate in a pointlin.time, Vi
is the vacancy raté.iq a point in time, and whére

‘ ay T UgVy |
In the above equétion, Uy 1§‘thé perci?tage qf total
unemploy@ent which can be called structural.‘ This claim can'
be méde because the unemployment figures-are already séasonally
ad jJusted. The vacancy and pla;;ment séhedules do not require
.sucp an adjustmgnt because they, fof;the most'part, are |
relatively unaffected by the seasonal factor. It 1s true
that some industries,/ such\as canning and lumbering, have
mostly'seasonél Job ﬁpportun ties., However, these Jjobs are,
forlthe'greatest part, fillgd by part. time labourers--
those who work only during \the summer months. Therefore,
vacancies are filled and adjustments are made éo quickly
that unemployment and vacancy.figufes remain unaffected.

As for the frietional ﬁnemployment fgctor, 1t is seen
as'being largely ‘neutralized by the fact that job placements
are subtracted from job vacancies on a quarterly basls. .
Therefore, those who are in the process of changing Jjobs 1in
the one quarter are accounted for in the following quartep.'

In other words, if one of those persons registéred as belng
unemployed at a Canada Manpower Center fikled a listed

vacancy, the adjustment would be made on the files for the

following quarter's report. It would show up as a decrease

¥
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n

in the unemployed, an increase 1in placement statistics and

a decrease in the vacancy files. 5o then, the residue of

the ﬁnemployed. those who areée reglstered qugrter'after quarter,
arg‘strucfuraliy unemploygd, profiding there are Jéb‘vacancies
avéilabie. |

.Froﬁ g.slmple regréagion analysis,‘the~fdllowing reéults

were obtalined:

British Columbia W= 0.1185 - 0.4064' v  Ro=.46 111
‘ ' | (0.1325)
Prairie u = 0.0919 - 0.1098 v  R®=.16 g1:2
| : (0.076F) ‘ ,
Ontardo ; u = 0.4160 - 1.2894 v R2=,80 .1:3
. : | : (0.1969) -
Quebec ' u = 0.3381 - 0.5623 v  Re=.,40 1:4
: - (0.2092)
Atlantic © u = 0.1255 - 0.1700 v  R22.,56 1:5
: . (0.0459}
Canada u = 1.3016 -~ 3.5614 v Re=.76 1:6
: (0.6096)

?rom these results it can be seen that the régression
coeffﬁciénts for both Ontario and Canade as a whole are
Hi&h. In both cases, the slopes are relatively steep,
especially in the case of’Canada. Further examinapion of
the data shows that in no instance did ei@her atraight
nabancy data (Table 1), or the vacancy, minus the placement
data (Table 2) exceed the unemployment raté (Table 3) for the
parallel time period. This seems to ingicate that, 1if the |

data were plotted, all of the observations would be found

" in one'quadrantr However, the 't' value (-5.84217) for the

Canadian. test tends to limit the value of these particular

-

results.

The Atlantic region's correlation coefficlent 1s

h

2
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. 33
relatively low, and the slope of the regression ‘equation is

l somewhat flatter than those- for Ontario or Canada. It was
found that the unemployment figures were always in excess of
“the vacancy figures for this region. But, when the percentage
of unfilled vacancies to total unemployment (Table 2) was
compared to the percentage of unemployment to total labour -
force flgures (Table 3, page29), it was‘observed_that iy nine
of the thirteen observations the vacancy level exceeded the
unemployment level, However, the 't' test value (-3?7057)
indicated a 99 °/o confidence interval.

/ﬂ_The other three economic areas--Quebec (.40), Prairie (.16)
and BritishJColumbla(mhé)—-all had low correlation coefficienps,
ﬁowever, a 't'ltest for the.ocnfidence interval for Quebdec
and British dolumbia districts indicated a ninety_nine percent
degree of confidence. The 't' test for the Prairie reglon‘
indicated only a seventy-five to eighty percent degree of
“confidence. |

As a possible alternative to the five basic economic
areas of Canada, the Prairie and Mountain or British Columbia
regions wene grouped together as a single economic?unit.
Similarily, Ontario and éuebec were integrated to create
another economic unit. The object of this experiment ﬁ;e'to
see 1f these four economic‘fegions, three of which posgsessed -
low comrelation coeffleients when eiamined separately,
would yield a more meaningful-rééﬁlt 1f they were grouped to

create twWwo new, and perhaps more reallstic economic.units.

The foilowing results were obtained using the new



groupings: - - .

Ontario-Quebec . ~ ° yzg. 6716 - 1.4700 v R2=z, 4y 1:7 .
: : | . {0.5010) .
Prairie-Britieh‘ ) -O 2225 -~ 0.5103 v R L4618

) - Columbia . (0. 1652) ' Lo

It is intereeting to note that the new correletion
coéfficient in (1 7) is an improvement over Quebec's in (1: 4),
It 1is however lower than Ontario's 1ip (1: 3). : However, the

t"test now indicated a ninety elght to ninety—nine percent
confldence interval Such results do not confirm of course
that Ontario ang Quebec operate substantielly 88 an

concerned but they

integrated economic unit ‘ag’ Lar es the labour market ie
(io tend to indicete Some degree of

integration. .

Another interesting reeult of the above combination is
that the slope of (1:7) 1s much steeper than those for the
Ontario equation (1:3) or for the Quebec’equation (1:4), The

data revealed that out of the thirteen observations only

vacancy figures. Thig steeper slope could be'indicative of
Some inelasticity in the labouyr market. If Ontario and
Quebec operated eubstantially 8s one economic unit, then ‘an
increase in Job vacancies in Ontario would have caused the
unemployed from Quebec to seek employment in Ontario; - giving
a lower unemployment rate for Quebec, and thus g lower slope
in the regreseion enalyeis. Perhaps the language difference
between the two areas is at least a pPartial explanatign for
the inelastifpity in the Ontario/Quebec labour market. >

In the tase of the Prairie-British Columbie combination,




———— "

: - : , . . " 3
" the correlation coefficient is still a rather low .46 (1:8),

but is the’ same as that of B c. alone (I-I) A 't' test for

the new unit Indicated s ninety-nine percent confidence inter-;'

In this combination, ‘the slope of (1 8) is relatively

shallow, but 1t is eteeper then the Blopes of the Prairie

(lgquatioﬁ (1:2) and the British Columbia equation {l:1). Tt
~;sgems evident therefore, that the Frairie region workers
3were seeking employment opportunities in the British Columbia

' region when jobs were difficult to obtain in the Prairie.

Britieh Columbla labour may also move freely within the

larger region, but, gilven the high diversity of job

opportunities within the B.C.. region 1tself, mobility outside

of the region 1s seldom necessary. However,. overall

indications ere that the Prairlie and British Columbias regions

do operate substantially as one.labour market area. _
Wonking on the assumption that a hyperbolic relationship

exiets-betneen unemployment and the vacancy rate, -the

,‘J.Palternative me thod used to test for the presence of structural

unemployment was as follows:

u = Juv
where Uy 18 structural unemployment, u is the unemployment
rate and v 1s the vacancy rate. The results of this teet

are gilven in table 4,

The Canadian test revealed a posltively sloped trend line.

This would seem to indicate that structural unemployment
increased in Canada during the years 1953 to 1965. The trend

lines for Ontario and Quebec behave 1n a simllar fashion.

W/
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The Prairie region displayed a‘felatively shallow, positively
sloped trend line while the trend 11ne for British Yolumbia
was almost horizontal indicating neither an increase nor a
decrease in structurai,ungmployment_over the allotted time
périod. "The Atlan;ic région;‘however,.revealed'é negatively
sloped trend lihe; which woﬁlq seém ?o-indicate that
structural unemployment degrgased‘in that region.

Althqugh'two different'tgsfing methodslwere employed to

to examine the structural unemployment situation, the;testing

results were broadly similar, and in general they weré in

-

agreement with one another. e \‘
.However, the noﬁ-linear approach tends to givé a deeper -
insight into the structural unemployment situat;on even
thouéh the test "language" is couched in more general terms,
- Table 4 for gXample allows one ?o observe apparent chgnges in
structural unemployment over the entire period undef réview,
and perhaps to speculate as to the causes of such changes.
In ‘'the case of Quebec for instance an increase in
structural unemployment is readily obgervable; reflecting in
all probability a growing out-migration of industry and
| commerce with no comparable out-migration of labour.
Though the Ontario results indlicate an inérease in
| structural unemployment, the\explanation is most llkely
quite different from that of Quebec. Ontario has long been
. generally accepted as the center of {big businegs' and

therefore, there has always tended to be an over abundance

of jobs available in this region (as is indicated in Table 1
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"Vacancy Rates By Region as Notified"). The explanation for

the. apparent increase in structural unemployment during the '

period in question probably lies in (1) an incraasingly active

' labour market tending to promote increased frictional unemploy-

ment which (as stated previously) can show up as structural
in a test, and (2)‘in—migration of workers (mostly unskilled)
The Ontario .labour market is very active, but at the
Same time, the region is also hignly industrialized, and
thls tends to draw substantial numbers of unemployed people
into the reglon seeking industrial employman&. If Ontario
could.be subnividsd §0 as ‘to reveal the structural unemploy-

went rate bv cities, or even basic areas such as north south,

east and west, the results would most likely be quite varied

and the highest rate would probably be found in the south western
and south central sections whera the concentration of big
industry is the greatest.

When the Atlantic results were examined, the rate-of
structural unemployment was seen to have declined. Since
this Is unlikely .to haye been the result of improved general
economic or labour -market conditions, it would geem to indilcate
an outflow of Jjob applicants to the west, in particular,
Ontario.

British Columbia and the Prairies seem to have experienc-
ed an increase in structural unemployment up to the year
1964 followed by a fall 1n 1965, Unfortunately a lack of data

continuity prevented the test being applied to years

v



w-\’

T g . 39
subsequent to 1965. However, the marksd similarity of the .
test results of the B.C.. and Prairie reglons seem to confirm
that the two areas did indeed comprise a single integrated

labour market at least during the period under revue,

-



"'CHAPTER v
~ CONCLUSIONS

Inﬂrder to detqrmine thg presence of structural
unémployﬁen; in Canh&% gs.a whoié, and in each of the five
chasep regions, bofh lineaf%and non linear tests wWere applied'
to the dats for the yea¥s 1953 to 1965 inclusive. This data
"was further examined“bréken'down into fwo‘time‘ﬁeriods--

.%§53 to 1959, and 1959 to 1965. Previous measuremént models,.
deﬁised’by ILipsey, Berman, Dow Dicks-;Miregux and Penz were
studled for possiblé appliéation to the data.

The Lipsey model (which Vanhé%kamp also used) employed
a2 time variable which assumed a different value for each
quarter of thg yeaf (see p.11). 'This particular ﬁodel
would have proved cumbersomne to employ_iﬁ the testing of the
regional data since it involved a search for three separate
patterns. of structural unemployment rether than measuring
for a general presence of structural unemployment and possible
increases in some, Similarly, the Berman "bottleneck" model
seemed to bg applicable only to a "whole economy" test
procedure,

‘The Dow Dicks-Mireaux model was re jected. since 1t
assumed a hyperbolic shape for the unemployment-vacancy
function, rather than eStablishing the shape via test procedure.

Penz, in his model, employed the concept of the
40

/
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Dow Dicks«Mireaux model without the prior assumption and he

defined the concept of 'Job vacancy in & more precise
fashion. Penz derived his vacancy estimate from a relation-b';
shiyp between the duration of vacancies and the hiring rate.
However, he ‘assumed that the duration of Vacancies within the
"sconomy was equal 1o the duration of the vacancies reported
He eisc used two different streams of information to obtaln
his hiring ratlo. |
This study followed the FPenz general approach but
the vacancy estimates and the placement estimates were obtained
from a common source.
- The Atlantlc reglon resultls revealed,an actual decrease
| in structural unemplcyment during the testing years 195% to
1965, This was nrobably due to a marked degree of out
migration to either Ontario or the Western provinces. ihen
the tests were analysed under two distinct time pericds,
results from the perlod 1953 to 1959 showed a sharp drop in
structural unemployment. Perhaps this was when out migretion
wag at its peak., Tesls performed on the period 1959 to 1965
revesled a steedy level of structural unemployment. This level
was fairly high, but it neither increased nor decreased. A
further study of this region would be interesting, but is
hindered by a lack of comparable recent dats.
Tegting performed omn the Quebec reglon showed a marked-
degree of gtructural unemployment, with a steady increase from
1953'to 1965. The sharpest increase was observed from 1953

to 1959. Then from 1959 to 1965 the rate of 1increase in'
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etructural unemployment eleokeued off.

| ‘Not euprieingly, the highly industrialized economic
~region of Ontario ehowed a marked degree of etructural unemploy-
ment over the testing periad, Although the situatlon was not
a8 severe as tret of Quebec, Ontario registered the second
-higheet structural unemployment figures for the period under 'J
review, Both of the periods, 1953 to 1959 and 1959 to 1965
revealed some increase in the level of structural unemuloyment
but the sherpest increese was found to be in the years 1953 to

1959.-

-—

The Preirie region tested slmllarly to Quebec, elthough
the actual structural unemployment rates were lower than those
found "in Quebec, The period Bounded by the years 1953 to 18959
emcompaesed the sharpest increase in etructural unemployment.
This rate then fell slightly during the period 1959 to 1965,
‘but the overall trend. 1ine showed a gradual Increase in
structural unemployment.

The British Columbia region was interesting because
here the structural unemployment rate remasined reletively
steady from 1953 to 1965. There were small"inoreases and
decreases year to year, but these tended to average out over
the period. The span 1953 to 1959 did reveal g slight general
increase, inr the structural unemployment rate while the |
remalning interval (1959 to 1965) showed a variety of increases
and decreases which avera%ed out to a 'hold even' position.

Thus, 1n 'each of the regions studied, structural

unemployment was found to be present. In nearly every case,



the time interval 1953 to 1959 éhowed‘structurél-unemployignt

to be on thé increase. Only in the Atlantic reglon was.there

an actual fall in structural unemployment during this period.
The span 1959 to 1965.presénted more diversion. ﬁuring

"this 1£té¥val; in Quebec, Ontarlo and the Préirie, structufal

unemblofment rose-;though.at éignificantlyldifferent rates in

each afeaQ-while'the‘Atldntic and British Columbia regions

exhiblted more or less steady levels of structural unemﬁloyment.
When the Canadian economy as a whole was examined, '

the varldatlons seen in the regional tests tended to be

absent. .As é counfry Canada seems to have experienced_a

moré or'less‘steady increase 1n.stfuctural unemployment

'ovef the entire period 1953 = 1965, with only very slight

evidence that the rate of increase was falling during the

last five years of the total period under review,
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