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•	 In 2024, Canada’s labour market showed modest growth, with job creation continuing but lagging 
rapid population growth. This led to an increase in the unemployment rate, reflecting a mismatch 
between labour force expansion and job creation rather than a decline in sector-specific labour 
shortages. 

•	 Ongoing challenges persist, such as declining labour productivity, sector-specific labour shortages, 
underemployment, demographic shifts and disparities, and regional imbalances.

•	 Our international comparisons show that Canada typically ranks at or below the Organisation for 
Economic Co-operation and Development (OECD) average in terms of labour force participation 
and employment rates for certain population segments. This is largely due to weaker performance in 
specific regions, such as the Atlantic provinces, and pension policies that incentivize early retirement.

•	 This labour market review emphasizes the need for tailored policies to improve labour market 
outcomes for seniors and immigrants. Recommendations include gradually increasing the 
retirement age, offering high-quality training support, and easing labour mobility barriers.

C.D. Howe Institute Commentary© is a periodic analysis of, and commentary on, current public policy issues. Percy Sherwood and James Fleming 
edited the manuscript; Yang Zhao prepared it for publication. As with all Institute publications, the views expressed here are those of the 
authors and do not necessarily reflect the opinions of the Institute’s members or Board of Directors. Quotation with appropriate credit is 
permissible.
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Introduction 

The labour market is where economic changes most directly affect working-age Canadians, influencing 
their job opportunities and income. The supply of labour also determines the availability of Canadians’ 
skills and knowledge to employers who combine them with capital to produce goods and services that 
drive our national income and its distribution among income classes. Therefore, the labour market is one of 
the most important components of Canada’s – or any – economy. 

In 2024, Canada’s labour market saw moderate growth, with employment rising to 20.7 million jobs. 
However, the employment rate declined to 61.3 percent, down from 62.2 percent in 2023, and remains 
below the pre-pandemic level of 62.3 percent in 2019. While over 1.7 million employed persons have 
been added since 2019, employment growth has lagged behind population growth, partly due to an aging 

The authors extend gratitude to Pierre Fortin, Mikal Skuterud, Steven Tobin, William B.P. Robson, Rosalie Wyonch, and several anonymous 
referees for valuable comments and suggestions. The authors retain responsibility for any errors and the views expressed.
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population, despite high levels of immigration.1 The 
unemployment rate also increased, reflecting a gap 
between job creation and labour force expansion, 
partly due to limited absorptive capacity to keep 
pace with population growth.

Job vacancies have decreased since mid-2022, 
but over half a million positions remained unfilled 
during the third quarter of 2024 (12 percent higher 
than the pre-pandemic level). Of these vacancies, 
the majority were full-time (432,810 positions), 
with more than 31 percent remaining vacant for 
the long term – persisting for over 90 days. Despite 
high full-time vacancies, more than half a million 
workers were underemployed in 2024, seeking full-
time work while employed part-time, indicating 
mismatches between the skills needed by employers 
and the skills offered by job seekers. Among sectors 
facing labour shortages, factors such as better 
relative wages and working conditions appear to be 
helping, particularly in industries like construction. 
Healthcare, on the other hand, may benefit from 
raising wages and reducing training costs to better 
attract and retain workers. 

Further, Canada faces declining labour 
productivity, which can be attributed to factors such 
as stagnant capital investment and automation, 
high reliance on temporary foreign workers to fill 
low-paying positions, underemployment (including 
immigrants’ overqualification), a growing public 
sector with lower productivity, and shifts in industry 
composition.

This inaugural C.D. Howe Institute labour market 
review highlights major differences in the labour 
market across provinces and sectors and among 
socio-economic groups. It shows that labour force 
participation and employment of older workers and 
recent immigrants still have room for improvement. 

1	 The population aged 65 and over relative to the population aged 15-64 has continued to increase, but it has a significantly 
lower participation rate and, consequently, employment rate.

2	 Providing training to older workers helps them stay relevant by acquiring new skills, enabling them to better adapt to 
changing job requirements while maintaining job satisfaction. 

Canada needs targeted workforce development 
policies to improve labour market participation 
and outcomes for diverse population groups and 
encourage a longer working life (Holland 2018 and 
2019). Our recommendations are to:

•	 Gradually raise the normal retirement age from 
65 to 67 and delay pension access.

•	 Support older workers with flexible work, part-
time options, and self-employment, especially in 
the Atlantic provinces.

•	 Invest in high-quality training programs for 
underrepresented groups, focusing on digital 
skills and job search strategies.

•	 Streamline credential recognition and licensure 
for skilled immigrants and ease labour mobility 
in regulated occupations while maintaining the 
quality of professional services.

•	 Enhance settlement strategies for immigrants, 
including workplace-focused language training.

Businesses should integrate automation and 
artificial intelligence (AI) to boost productivity 
while improving retention and encouraging 
later retirement by offering training2 and flexible 
scheduling (Mahboubi and Zhang 2023). Finally, 
better informing Canadians about learning and 
training opportunities and addressing financial and 
non-financial barriers would improve their training 
participation rates and empower them to acquire 
the skills needed in a changing labour market.

Overview of Canada’s Labour 
M arket 

Canada’s labour market has undergone major 
changes over time, influenced by factors such as the 
COVID-19 pandemic, globalization, technological 
progress, and demographic shifts. These forces 
have affected the functioning of the labour market, 
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with demographic changes playing a particularly 
important role. This section reviews key indicators 
(i.e., labour-force participation, employment and 
unemployment) and highlights the major trends and 
disparities in provincial and national labour markets. 

The labour force has grown steadily since 
1976 but experienced a decline in 2020 due to 
the pandemic. The lockdowns and public health 
measures significantly reduced worker participation, 
especially among women, in the labour market. 
However, once the restrictions were lifted, workers 
returned, and the labour force fully recovered. By 
2024, Canada had 22.1 million people in the labour 
force, an increase of about 1.9 million from 2019, 
mainly driven by the expansionary immigration 
policy that the country has followed until recently.3 
Immigrants accounted for 56 percent of this 
increase in the labour force, while non-permanent 
residents made up 32 percent.4 

Although the labour force has grown over time, 
the labour force participation rate (LFPR) has 
trended downward over the last two decades. This 
trend is largely driven by an aging population, as 
participation rates drop sharply after age 54 and 
continue to decline with age. While the LFPR 
among prime-aged workers (25-54) reached a 
record high in 2023, the overall rate remained 
below pre-pandemic levels and declined further 
in 2024, reaching 65.5 percent despite high levels 
of immigration.5 Three factors contributed to this 
decline compared to pre-pandemic levels: a lower 
participation rate among youth, a substantial increase 
in the older population (aged 55 and over) and a 
decline in the latter group’s participation rate. This 

3	 The growth in the labour force is the combined contribution of the Canadian-born population, permanent immigrants, and 
non-permanent residents. Non-permanent residents include temporary foreign workers, international students, and asylum 
seekers with work permits.

4	 Skuterud (2023, 2025) shows that Statistics Canada’s Labour Force Survey tends to underestimate the number of 
temporary residents in the labour market. Therefore, it is very likely that the population and labour force have grown faster 
than the current statistics showed in the past few years. 

5	 The participation rate of recent immigrants and non-permanent residents (aged 15 and over) is higher than that of their 
counterparts already in the country.

decline in older workers’ participation is primarily 
due to aging, as the proportion of seniors aged 65 
and over within the 55-and-over age group increased 
from 54.8 percent in 2019 to 60 percent in 2024. 

The employment rate is more sensitive to 
economic conditions and fluctuates with cyclical 
changes in the unemployment rate. It is also 
influenced by factors such as government policies 
on education, training, and income support, as well 
as employers’ investments in skill development 
and their effectiveness in matching people to jobs. 
Despite some volatility during economic booms 
and recessions, the employment rate trended 
upward until 2008 but has declined since then, 
mirroring the impact of an aging population on the 
participation rate (Figure 1). The pandemic caused 
a sharp decline in the employment rate, followed 
by a modest recovery. In 2024, the rate, however, 
declined again by approximately one percentage 
point to 61.3 percent, as employment growth (1.9 
percent) failed to keep pace with the population 
growth (3 percent).

Regional disparities in employment persist 
across Canada. Alberta consistently maintains the 
highest employment rate, while Newfoundland and 
Labrador lags. Despite significant improvements 
since 1976, the Atlantic provinces continue to 
face challenges with employment. For its part, 
Ontario’s employment rate – historically the 
second highest in the country – has been below the 
national average since 2008. Regional differences 
in economic development, sectoral specialization 
patterns, educational attainment, family policy, 
and demographic characteristics are factors behind 
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these employment disparities. For example, 
Newfoundland and Labrador and New Brunswick 
had the highest old-age dependency ratios (OADs) 
in 2024 at 39 and 37 percent, respectively, while 
Alberta remains the youngest province with an 
OAD ratio of less than 23 percent.6 

The unemployment rate, a key short-term 
indicator, tends to rise during economic downturns 
and fall back during recovery, affecting employment 
outcomes in the opposite direction (Figure 1). The 
onset of the pandemic in 2020 led to a temporary 
surge in the unemployment rate to 9.7 percent – a 
four-percentage point hike from the previous year. 
As the economy recovered, the unemployment rate 
plummeted to a record low of 5.3 percent in 2022. 
However, by 2024, it had risen to 6.3 percent, a figure 

6	 The old-age dependency ratio is the ratio of the population aged 65 years and older to the population aged between 15 to 
64 years old. 

that remains relatively low by historical standards but 
higher than the pre-pandemic rate in 2019. 

While employment grew by 1.7 million 
people between 2019 and 2024, the labour force 
expanded even faster, increasing by 1.9 million 
people. This imbalance – where the labour force 
grew more quickly than employment – pushed the 
unemployment rate higher, reflecting a loosening 
labour market and making it more challenging for 
job seekers to secure employment.

Overall, the labour force and employment 
in Canada have been expanding due to a surge 
in immigration. Despite unemployment rates 
remaining higher than the pre-pandemic level, this 
primarily reflects the exceptional growth in the 
labour force rather than a lack of job creation. The 

Figure 1: Labour Force Participation Rate, Employment Rate, Unemployment Rate, Aged 15 and Over

Source: Statistics Canada, Table 14-10-0327-01.
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labour market continues to adjust to the increase in 
labour supply through strong job creation. 

Looking ahead, several uncertainties and factors 
could influence unemployment rates. For example, 
the imposition of trade tariffs by the United States 
poses a direct risk to export-related jobs. In 2024, 
8.8 percent of workers – equivalent to 1.8 million 
people – were employed in industries dependent 
on US demand for Canadian exports.7 Sectors 
most vulnerable to these risks include oil and gas 
extraction, pipeline transportation, and primary 
metal manufacturing. 

On the other hand, stricter immigration policies 
that limit the inflow of permanent and non-
permanent residents may reduce the growth of the 
labour force, which could, in turn, place downward 
pressure on the unemployment rate. However, 
the ongoing arrival of refugees, which contributes 
to the growing population of non-permanent 
residents, could lead to higher unemployment rates, 
particularly if newcomers face significant challenges 
integrating into the labour market.

To mitigate the negative impacts of aging on 
the labour market and address labour needs, it is 
important to encourage greater participation of 
underrepresented groups and seniors, ensure new 
entrants and young workers are equipped with the 
relevant skills to meet the labour market needs and 
enhance the productivity of the existing workforce. 
However, declining labour productivity poses an 
additional challenge that requires urgent attention.

Trends in Labour Productivity

Labour productivity8 in Canada has generally 
trended upward until the pandemic, but with a 
general downward trend in its growth rate. In 

7	 For more information, see: https://www150.statcan.gc.ca/n1/daily-quotidien/250110/dq250110a-eng.htm. 
8	 Labour productivity (or GDP per hour worked) measures how efficiently labour input is combined with other factors of 

production and used in the production process. The ratio between the output measure and the labour input depends to 
a large degree on the presence and/or use of other inputs (e.g. capital, intermediate inputs, technical, organizational and 
efficiency change, economies of scale). For more details, see: https://data.oecd.org/lprdty/gdp-per-hour-worked.htm. 

2020, average productivity surged to $68.5 per 
hour worked (in 2017 dollars), mainly driven by 
compositional changes in employment towards 
more productive jobs, particularly in the business 
sector, since most job losses were among low-wage 
workers. However, this gain proved short-lived; by 
2023, productivity fell to $63.6, returning to nearly 
the same level as in 2019 (Figure 2). 

Declining productivity has contributed to a 
reduction in real GDP per capita, which is a key 
indicator of Canadians’ living standards. Although 
Canada’s GDP rose by 6.9 percent (in 2017 dollars) 
between Q4 2019 and Q4 2023, GDP per capita 
decreased by 0.2 percent over that period. Since 
2020, Canada’s GDP per capita growth has averaged 
an annual decline of 1.3 percent, compared to a 
growth rate of 1 percent per year between 2010 and 
2019 (Wang 2022). Labour productivity continued 
to decline in 2024 as real GDP growth fell short 
of the growth of hours worked. This stands in stark 
contrast to the robust growth of labour productivity 
seen in the US during the same period.

Several factors, including human capital stock, 
skills utilization, overqualification, the concentration 
of immigrants in low-skilled jobs, limited capital 
investment, and slow adoption of technology, have 
likely contributed to recent poor labour productivity 
trends (Wang 2022; Robson and Bafale 2023, 
2024). Notably, the combined influx of immigrants 
and non-permanent residents has driven the 
majority of employment growth between 2019 
and 2024, accounting for 89 percent of the total 
increase in employment. Although immigrants 
and non-permanent residents are more likely 
than Canadian-born workers to have a university 
education, many are overqualified and work in jobs 
that require only a high-school diploma (Mahboubi 

https://www150.statcan.gc.ca/n1/daily-quotidien/250110/dq250110a-eng.htm
https://data.oecd.org/lprdty/gdp-per-hour-worked.htm
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and Zhang 2024). According to the 2021 census, 
the overqualification rate among immigrants9 
and non-permanent residents was 21 percent and 
32.4 percent, respectively, while only 8.8 percent 
of Canadian-born individuals with a bachelor’s 
degree or higher were overqualified (Schimmele 
and Hou 2024). With rising immigration, Canada’s 
productivity will increasingly depend on how 
effectively it leverages and develops the skills of new 
immigrants (Rogers 2024). 

9	 The overqualification rate is the percentage of people who have a bachelor’s degree or higher but are working in a job that 
only requires a high-school diploma or less. The rate varies between immigrants who obtained their educational credentials 
in Canada and those who earned them abroad, particularly in non-western countries, highlighting the issues related to 
foreign credential quality and recognition (Mahboubi and Zhang 2024).

The recent influx of newcomers can help 
mitigate the impact of an aging population as they 
tend to be younger, typically being at their prime 
working age (Maestas, Mullen and Powell 2023). 
However, the concentration of immigrants and 
non-permanent residents in lower-skilled, low-
paying sectors and occupations reduces productivity 
and, consequently, their contribution to GDP per 
capita. According to Lu and Hou (2023), between 
2010 and 2019, non-permanent residents (work 

Figure 2: Labour Productivity by Sector Type

Note: Values are expressed in chained dollars, which adjust for inflation by using a constant dollar base year to measure changes in economic 
volume over time.
Source: Statistics Canada, Table 36-10-0480-01.

30

35

40

45

50

55

60

65

70

75

19
97

19
99

20
01

20
03

20
05

20
07

20
09

20
11

20
13

20
15

20
17

20
19

20
21

20
23

All industries

Business sector

Public sector

Chained (2017) 
dollars per hour



7 Commentary 678

permit holders) were increasingly concentrated 
in several low-paying industries: accommodation 
and food services, retail trade, and administrative 
and support, waste management and remediation 
services.10 Collectively, these industries accounted 
for 45 percent of all temporary foreign workers 
in 2019. With the surge of non-permanent 
residents, one would expect the situation to have 
worsened in 2023 since the cap for hiring low-wage 
temporary foreign workers in 2022 increased from 
10 percent to 30 percent in seven sectors, including 
accommodation and food services and to 20 
percent for other industries.11 Similarly, Picot and 
Mehdi (2024) found that immigrants contribute 
approximately equal amounts of lower-skilled and 
higher-skilled labour, with 35 percent of those who 
landed in 2018 or 2019 working in lower-skilled 
jobs by 2021.

Relying on temporary foreign workers and 
immigrants to fill lower-skilled, low-paying jobs 
means that labour becomes a cheaper option than 
capital, which naturally disincentivizes businesses from 
investing in productivity-enhancing technology.12 
Increases in the supply of labour also discourage 
business investment in skills upgrading for the existing 
workforce (Acemoglu and Pischke 1999). 

Increases in labour supply without corresponding 
higher capital investment will also depress 
productivity. According to Robson and Bafale 
(2023), a larger labour force resulting from high 
immigration will not lead to higher living standards 
if workers are not equipped with better tools to 
produce and compete. Young and Lalonde (2024) 

10	 Figure A1 shows that these industries are among low-productive industries. Haun (2023) also shows that the industries 
which experienced the largest slowdown in annual productivity growth between 2008-2019 and 2019-2022 included the 
administrative services, waste management and remedial services sector (0.58 percent compared to -3.87 percent).

11	 In 2024, the federal government introduced changes to the low-wage temporary foreign worker stream. One of the key 
tightening measures is the reduction of the current 20 percent cap on low-wage positions to 10 percent, with the exception 
of seafood, construction and healthcare industries. For more details, see: https://www.canada.ca/en/employment-social-
development/services/foreign-workers/median-wage/low.html 

12	 Although not all occupations can be automated. 

also found that two-thirds of productivity declines 
since 2021 stem from this population shock. 

Technological advancements, particularly 
digitalization and AI, offer opportunities to boost 
productivity. Mischke et al. (2024) find that 
digitalization and other technological advances 
could add up to 1.5 percentage points to annual 
productivity growth in advanced economies. 
Nevertheless, Canada has been slow in capital 
investment, automation and AI adoption. 

The expansion of the public sector also poses 
challenges. Compared to 2019, public-sector 
employment increased by 19.6 percent in 2024, 
while private sector employment only saw an 
8.5 percent increase. Consequently, public-sector 
jobs in 2024 accounted for 21.5 percent of all 
employment in Canada, up from 19.6 percent in 
2019. However, public-sector productivity has 
lagged the business sector since 2019. In 2023, it 
was $58.20 per hour worked, 1.5 percent lower 
than its 2019 level and 1.5 percent below that of 
the business sector. With a higher share of public 
employment in the economy, this lower productivity 
in the public sector reduces overall labour 
productivity.

Lastly, significant variations in productivity 
across industries within the business sector 
shape Canada’s overall performance (Appendix 
Figure A1). Some industries, such as educational 
services, experienced notable productivity gains of 
25 percent between 2019 and 2023. In contrast, 
some low-productivity industries faced substantial 
declines, with that of holding companies decreasing 

https://www.canada.ca/en/employment-social-development/services/foreign-workers/median-wage/low.html
https://www.canada.ca/en/employment-social-development/services/foreign-workers/median-wage/low.html
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by 60 percent and construction and transportation 
dropping by 10 percent.13 Labour productivity 
in industries with the largest employment 
gains remained unchanged (professional, 
scientific, and technical services) or declined 
(public administration) during the same period 
(Appendix Figure A2). In contrast, agriculture 
and accommodation and food services witnessed 
productivity increases, likely due to investments 
in machinery and automation accompanying 
employment declines. 

Therefore, the industrial distribution of jobs, 
shifts in industry composition, and demographic 
changes within industries can greatly affect 
Canada’s overall productivity. Tackling Canada’s 
productivity challenges will require substantial 
capital investment, targeted initiatives in skills 
development, technological advancements, and 
industry-specific strategies to promote sustainable 
economic growth.

Employment by Skill Level 

Skill-biased technological changes – innovations 
that primarily benefit highly skilled workers, 
such as those proficient in technology, complex 
problem-solving, and critical thinking – have 
increased the demand for high-skilled labour in 
today’s job market. Despite the limitations of that 
approach, education has generally been used as 
a proxy for skills. In response to labour market 
needs, there has been a significant surge in higher 
education attainment among Canadians over time. 
The proportion of the population aged 25 and 
over having a postsecondary certificate, diploma 
or university degree rose from 37 percent in 1990 

13	 Canada has focused on increasing the permanent and temporary immigration of workers in the construction and 
transportation sectors.

14	 To review job market trends by skill level, we use the Employment and Social Development Canada (ESDC) occupational 
classification, grouping them into four skill levels based on the Training, Education, Experience and Responsibility (TEER) 
codes. These skill levels consider both the type and extent of education and training typically required for each occupation. 
For detailed definitions, see: https://noc.esdc.gc.ca/Training/TeerCategory. 

to 69 percent in 2024. According to OECD 
(2024), Canada has the highest postsecondary 
education attainment rate among core working-age 
individuals (25-64). 

Despite these educational advancements, Canada 
faces productivity challenges and lags in technological 
adoption, particularly relative to the United States. 
One explanation is that although higher levels 
of education should translate into greater skills – 
leading to enhanced productivity, employability 
and adaptability to labour market changes – other 
factors such as education quality, experience, on-
the-job training, capital investment, technological 
advancement, skill utilization, and age can substantially 
influence individuals’ skills levels (Mahboubi 2017b 
and 2019; Robson and Bafale 2023). 

Skills and education levels heavily influence 
labour-market outcomes. For example, labour force 
participation, including among seniors, increases 
with educational attainment and those with higher 
education tend to remain in the labour market 
longer. This can mitigate some of the negative 
effects of an aging labour force, as significantly 
more seniors today possess a formal education 
above high school compared to decades ago and can 
take advantage of the ongoing shift from physical 
work to knowledge-based work. 

In parallel with increases in the supply of 
highly educated labour, there has been a shift in 
skills requirements among employers.14 Figure 3 
shows employment in high-skill-level occupations 
has seen remarkable growth over the past three 
decades, increasing by 299 percent from 1987 to 
2024. Notably, during the pandemic, employment 
in high-skill-level roles continued to grow, even 
as jobs in other skill categories declined. By 2024, 

https://noc.esdc.gc.ca/Training/TeerCategory
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high-skill-level occupations accounted for 23 
percent of total employment. Despite this growth, 
medium- and low-skill-level occupations remain 
predominant, employing approximately 8.1 million 
and 5.8 million workers, respectively, compared 
to 4.8 million in high-skill roles. In the last two 
decades, immigrants and non-permanent residents 
have increasingly taken both high-skilled and 
low-skilled jobs. Between 2001 and 2021, they 
accounted for half of the employment growth in 
professional and technical skill occupations (Picot 
and Hou 2024). Over the same period, employment 
in lower-skilled occupations decreased by half 
a million. However, more immigrants and non-
permanent residents increasingly occupied low-
skilled positions, while Canadian-born workers 

significantly transitioned away from these roles 
(Picot and Hou 2024). By 2021, immigrants were 
more concentrated in professional and lower-skilled 
occupations compared to their Canadian-born 
counterparts. 

In general, the Canadian labour market 
has performed well since the pandemic, with 
particularly strong employment growth for high-
skill level occupations. As demand for high-skilled 
labour continues to grow, improving education 
quality, promoting on-the-job training, and better 
utilizing the skills of the workforce are essential 
for maintaining this balance, maximizing the 
benefits of educational advancements, enhancing 
productivity and meeting the evolving demands of 
the labour market.

Figure 3: Employment Growth by Skill Level in Canada 

Note: Management encompasses management occupations at the top of the organizational hierarchy (TEER 0); High skill level reflects 
professional occupations that usually require a university degree (TEER 1); Medium skill level usually requires at least some postsecondary 
education, apprenticeship, or similar form of training, or a combination of both (TEER 2-3); Low skill level usually requires a high school 
degree, relevant job experience or on-the-job training, or a combination of both; or does not require any specific educational attainment  
and usually include people with on-the-job training (TEER 4-5).
Source: Statistics Canada, Table 14-10-0416-01.
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Imbalances of Labour Supply 
and Dem and 

Studying the relationship between unemployment 
and job vacancies provides insight into labour supply 
and demand imbalances. It allows us to examine two 
problems that hinder business growth and slow the 
economy down: the lack of sufficient employment 
opportunities for job seekers and the absence of 
people with the right skills to fill existing jobs.

This relationship is often described by the 
Beveridge curve, which illustrates how job 
vacancy rates and unemployment typically move 
in opposite directions. However, as noted by 
Blanchard, Domash, and Summers (2022), shifts 
in this relationship can occur due to factors such as 
increased labour demand or structural changes in 
the economy, leading to both higher vacancy rates 
and higher unemployment simultaneously.

From 2021 to mid-2022, Canada experienced 
a tight labour market, with an increase in job 
vacancies alongside declining unemployment. In 
response, the federal government relaxed several 
immigration policies to help address these shortages. 
However, Fortin (2024, 2025) found that a surge 
in immigration, particularly driven by temporary 
immigrants, may aggravate job vacancy rates in the 
overall economy, as observed in Canada between 
2019 and 2023. While immigration can initially 
alleviate skilled labour shortages, it can also intensify 
shortages in the broader economy due to increased 
demand from newcomers for goods and services.

In 2024, the labour market transitioned from a 
state of tightness to a slackening one. In the third 
quarter of 2024, job vacancies in Canada totalled 
more than 572,000,15 marking a 12 percent increase 
compared to the pre-pandemic level in Q4 2019. 
With 1.5 million unemployed people in the labour 
market, there were more than two job seekers for 

15	 The majority of these vacancies were for full-time positions (75.6 percent) and permanent roles (83.3 percent), which are 
generally perceived as more desirable. 

every vacant position during that quarter. However, 
the provincial situations varied (Figure 4). For 
example, while British Columbia experienced a 
relatively tighter labour market, with fewer than 
two unemployed persons for each vacant position, 
there were more than four unemployed persons 
available per vacant position in Newfoundland and 
Labrador. However, the long-term vacancy rate – 
the share of openings that remained vacant for 90 
days or more in total vacancies – in that province 
was 36.9 percent, which was four percentage points 
higher than the British Columbia rate in the 
third quarter of 2024. This indicates both limited 
employment opportunities for those unemployed 
and a mismatch between existing skills and those 
demanded by employers.

Imbalances between labour supply and demand 
in Canada also exist at the industry level (Figure 5). 
For example, while the healthcare sector faces severe 
labour shortages, the information, culture and 
recreation industry has the highest unemployment-
to-vacancy ratio, indicating an excess labour supply. 
One interesting observation is that while both the 
construction and manufacturing sectors had similar 
levels of excess labour supply, the vacancy rate in 
construction was significantly higher at 3.6 percent, 
compared to 2.2 percent in manufacturing. This 
suggests that employers in the construction sector 
face more challenges in finding workers with the 
right skills.

The unemployment-to-job vacancy ratios across 
industries excluded some 612,000 unclassified 
unemployed persons: those who had never worked 
before or were employed more than a year earlier. 
According to Statistics Canada, about 43 percent 
of job vacancies in the third quarter of 2024 were 
for entry-level positions, which is helpful for those 
unclassified unemployed persons as these roles 
typically do not require prior experience. However, 
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the specific skills and education requirements of 
these entry-level positions remain unclear. 

An analysis of educational requirements for 
vacancies in the same quarter shows that 48 
percent of all job vacancies required post-secondary 
training or education. Positions requiring post-
secondary education below a bachelor’s degree 
had an unemployment-to-job vacancy ratio of 2.6, 
while those requiring a bachelor’s degree or higher 
faced a higher ratio of 4.1. In contrast, vacancies 
requiring only a high-school diploma or less had a 
lower unemployment-to-job vacancy ratio of 1.8. 
However, employers find it more challenging to 
secure suitable candidates for positions requiring 
higher educational levels and specialized skills, 
particularly at wage levels that candidates are 
willing to accept. 

Wages play an important role in reducing labour 
market imbalances, as they affect both the supply 
and demand for labour and encourage labour 
mobility and reallocation. Between Q4 2019 and 

Q3 2024, the average offered hourly wage saw 
the largest increases in industries such as arts and 
entertainment, agriculture, and information and 
cultural industries (over 30 percent). These sectors 
also experienced the most significant reductions in 
job vacancies, suggesting that offering higher wages 
can help alleviate labour shortages. To address 
shortages more broadly, there may also need to 
be a restructuring of relative wages and working 
conditions between occupations with labour 
shortages and those with surplus labour.

Offered wage, or stated salary, rates for vacant 
positions should largely depend on the growth 
of job vacancies and the difficulties in finding 
candidates to fill them. However, Figure 6 shows 
that industries experiencing a surge in vacancies 
post-pandemic did not respond consistently. In 
fact, the average hourly offered wage in these 
industries fell short of the national average, which 
was 27 percent between Q4 2019 and Q3 2024. For 
example, despite substantial growth in vacancies 

Figure 4: Unemployment-to-job Vacancy Ratio by Province, Q3 2024

Note: Both the unemployment and the job vacancy data are not seasonally adjusted.
Source: Statistics Canada, Table 14-10-0443-01 and Table 14-10-0017-01.
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Figure 5: Unemployment-to-job Vacancy Ratio by Industry, Q3 2024

Note: The total unemployment figure excludes approximately 612,000 unclassified unemployed individuals, who are not assigned to any 
specific industry. The unemployment data are seasonally adjusted, while the job vacancy data are not. Seasonally adjusted unemployment data 
were used to avoid skewing the unemployment-to-job vacancy ratio in educational services, where seasonal fluctuations in unemployment 
during July and August – when schools are closed – could distort the ratio if non-seasonally adjusted data were used.
Source: Statistics Canada, Table 14-10-0442-01 and Table 14-10-0291-01.
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and a shortage of candidates in healthcare, the 
average offered wage growth in this industry only 
increased by 23 percent. This is largely due to 
government control over wages, making them less 
responsive to market forces. Policies like Ontario’s 
Bill 124, which capped annual wage increases at 
one percent for civil servants from 2019 to 2022, 
have contributed to this restraint. Additionally, 

multi-year labour contracts and provincial efforts to 
reduce deficits and debt post-COVID have further 
limited wage growth in the sector.

In Q3 2024, the average hourly offered wage 
in the utilities sector only increased by 2 percent 
compared to the pre-pandemic level, despite a 48 
percent increase in job vacancies. Employers in 
this sector need to raise wages to attract and retain 
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workers with the necessary skills. Otherwise, they 
will rely on their current workforce to work longer 
hours to maintain operations, which can lead to 
lower productivity per additional hour of work and 
retention challenges. 

The average offered wage rate by occupation 
follows a similar trend (Appendix Figure A3). 
For example, despite a 59 percent increase in 
job vacancies, the wage rate for occupations 
in education, law and social, community and 
government services only rose by 16 percent, 
which is below the national average. This further 
highlights the need for employers to raise wages 
and improve working conditions to attract and 
retain workers. 

Outcomes by Demogr aphic 
Char acteristics

While labour market indicators point to a strong 
post-pandemic recovery characterized by high 
employment, not all working-age Canadians 
have equally participated in and benefited from 
this resurgence, highlighting untapped potential 
across different population groups. Notably, 
recent demographic trends highlight that the 
older population and immigrants experience 
distinct labour market outcomes. Seniors (aged 
65 and over) have substantially lower labour 
force participation rates compared to other 
demographics, raising concerns about both their 
economic security and potential contributions to 

Figure 6: Average Offered Hourly Wages by Selected Industries

Source: Statistics Canada, Table 14-10-0442-01.
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Figure 7: Labour Force Participation Rate by Age and Province, 2024

Source: Statistics Canada, Table 14-10-0327-01.
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the workforce. Additionally, immigrants frequently 
face employment barriers that limit their ability 
to fully integrate into the labour market and 
contribute to addressing the challenges posed by 
an aging population. Understanding the labour 
market outcomes for these groups is important for 
identifying the obstacles they face and formulating 
targeted policy recommendations to enhance their 
participation and success in the workforce.16

Age

There are significant variations in labour force 
participation across age groups. As expected, 
seniors exhibit the lowest participation rates, with 
their engagement in the labour market declining 
substantially after age 65 (Figure 7). Seniors’ 
participation rate is low across all provinces, albeit 
with varying degrees. For instance, Saskatchewan 

16	 To learn more about the labour market outcomes for youth and women, as well as strategies for improvement, see: 
Mahboubi and Higazy (2022) for youth and Mahboubi and Zhang (2023) for women.

has the highest participation rate for seniors at 
18.5 percent, while Newfoundland and Labrador 
records a notably lower rate of 11.5 percent. 
The four provinces in the Atlantic region, where 
the aging problem is more severe, have the 
lowest participation rate. A lack of employment 
opportunities for seniors in this region seems to 
be a major driver, with their unemployment rate 
significantly higher than both the national average 
and their counterparts aged 25 to 64 (except for 
Nova Scotia) (Figure 8). 

While seniors participate far less than other 
Canadians in the labour market, Figure 9 shows 
significant shifts in their average retirement 
age over time and notable differences across 
employment types. Self-employed workers 
consistently retire later than other workers, with 
their average retirement age exceeding 68 in 
recent years, while public sector workers tend to 
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retire earlier. These trends likely reflect variations 
in pension structures, job security, and financial 
incentives across employment types. Between 1976 
and 1998, the average retirement age of all workers 
declined by four years to 60.9, likely influenced 
by the introduction of early retirement pension 
schemes in order to free up jobs for younger 
workers (OECD 2017). However, this shift had no 
obvious impact on younger workers’ employment. 
Many economists also warned that these measures 
were shortsighted, as the aging of the baby 
boomer generation would eventually create new 
challenges. Meanwhile, concerns about the financial 
sustainability of pension systems grew due to the 
increasing life expectancy and subsequent rising 
costs of providing retirement income (Banks et al. 
2010; Herbertsson and Orszag 2003; Jousten et al. 
2008; Kalwij et al. 2010; OECD 2017). 

17	 Before 2012, the early retirement penalty was 0.5 percent per month before age 65, resulting in a 30 percent reduction for 
those who took CPP at age 60. Starting in 2012, this penalty began increasing incrementally, reaching 0.52 percent per 
month in 2012 and rising annually until 2016, when it peaked at 0.6 percent per month, or a 36 percent total reduction for 
those retiring at 60.

In response, the federal government in 2012 
increased financial penalties for early retirement to 
encourage longer working lives.17 Consequently, 
the average retirement age of all workers began to 
rise and reached 65.3 in 2024, slightly surpassing 
its 1976 level. However, the persistent gap between 
the public sector and self-employed workers 
suggests that policy adjustments – such as pension 
reform or incentives for longer careers in the public 
sector – could be considered to encourage more 
uniform retirement patterns across employment 
types. The recent influx of immigrants may also 
help to alleviate the impact of the retirement wave, 
as immigrants are more likely to keep working and 
retire later. According to Fan (2024), the average 
retirement age among immigrant workers is around 
66 over the last decade, two years older than that for 
Canadian-born workers.

Figure 8: Unemployment Rate by Age and Province, 2024

Source: Statistics Canada, Table 14-10-0327-01.
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Accordingly, the LFPR of seniors has increased 
substantially from a historical low of 6 percent 
in 2001 to 15 percent in 2024. Termination of 
mandatory retirement, lack of sufficient savings, 
higher educational attainments, and better health 
conditions among seniors have contributed to these 
LFPR increases.18 Hicks (2012) predicts that social 
and economic pressures will lead to further delay in 
retirement in the future. For example, of all seniors 
aged 65 to 74, including both Canadian-born and 
immigrants, one in ten were employed in 2022 
(Morissette and Hou 2024). Nine percent reported 
working by necessity, while immigrant seniors were 
more likely to do so than their Canadian-born 
counterparts. 

In the long run, labour productivity growth is 
the primary driver of Canada’s GDP per capita 
growth, though the participation rate of seniors 

18	 Coile, Milligan and Wise (2018) show that other countries have also seen similar trends in seniors’ LFPR and conclude that 
social security reforms and other factors such as the entry of more women into the labour force have likely been the major 
contributors. 

can also have a significant impact. Wang (2022) 
found that during the pandemic, declines in 
employment and participation rates driven by 
young people and seniors were major contributors 
to the sharp drop in GDP per capita. He estimated 
that if work intensity, the employment rate, and 
the participation rate had maintained their pre-
pandemic momentum from 2010 onward, Canada’s 
GDP per capita could have been 4 percent higher 
in 2021 than it was. 

As babyboomers are gradually retiring, their 
lower LFPR will continue to influence the overall 
participation rate. Vézina et al. (2024) found 
that the overall participation rate is expected to 
continue declining in the short term, regardless of 
the number of immigrants selected. Across various 
scenarios, the overall participation rate appears to 
be more sensitive to changes in the participation 

Figure 9: Average Retirement Age by Class of Worker in Canada

Source: Statistics Canada, Table 14-10-0060-01.
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of seniors than to increases in immigration.19 As a 
result, keeping older workers, particularly those aged 
55 and over, in the labour market could significantly 
impact the future overall participation rate. As more 
older workers remain employed, improvements in 
employment assistance, labour market flexibility, and 
skills upgrading will be essential (Vézina et al. 2024).

International Comparisons of Pension and 
Retirement Policies

An international comparison reveals that differences 
in pension and retirement policies play a crucial 
role in explaining disparities in employment and 
retirement decisions across countries (Figure 10). 
Factors such as the flexibility to choose between 

19	 More specifically, they found that the overall participation rate will reach 69.7 percent in 2041 if Canada’s participation rates by 
age converged with those of Japan, compared to 65.6 percent if Canada admitted 750,000 permanent immigrants annually.

continuing to work or claiming a pension, legal 
provisions regarding age-based termination of 
employment, and employers’ retention strategies – 
such as offering on-the-job training and flexible work 
schedules – greatly influence retirement timing.

One of the most significant factors contributing 
to the variation in employment decisions across 
OECD countries is the normal age at which 
individuals can claim full pension benefits. For 
instance, in 2022, over 32 percent of Iceland’s 
population aged 65 and over was employed, 
although the normal retirement age is 67, with the 
earliest pension access at age 65. In contrast, only 
about 14 percent of Canada’s population in the 
same age group remained employed despite having 

Figure 10: Employment Rate for Older Persons in Selected OECD Countries, 2022

Source: OECD Statistics.
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a higher life expectancy. This discrepancy can be 
explained by Canada’s normal retirement age of 65, 
with pension benefits available as early as age 60.

Cross-country analyses show that policy 
reforms reducing financial incentives for early 
retirement were key drivers behind the increase 
in old-age employment (Coile et al. 2024). To 
address challenges related to aging populations, 
many countries such as Australia, Denmark, 
the UK, Japan and Italy have raised, or plan to 
gradually increase, the retirement age to encourage 
longer working lives. Denmark and Sweden have 
even indexed their mandatory retirement ages to 
life expectancy. Canada should consider similar 
approaches by raising the normal retirement age 
and delaying the earliest access age.

Immigrants

International immigration has significantly 
contributed to Canada’s population and labour 
force growth. Between 2019 and 2024, immigrants 
and non-permanent residents accounted for 68 
percent of the population growth and over 88 
percent of the increase in the labour force. However, 
immigrants often encounter various obstacles 
such as language barriers, a lack of Canadian work 
experience and varying recognition for foreign 
education and experience (Mahboubi and Zhang 
2024). These challenges can limit their employment 
opportunities and earnings. Furthermore, as 
Canada faces an aging population, the challenge of 
integrating immigrants into the workforce becomes 
even more critical. While aging workers often 
possess valuable experience, they may struggle with 
the physical demands of certain jobs or require 
retraining. Newcomers, on the other hand, may 
not be immediately equipped to fill these gaps in 
employment. The productivity levels of immigrants 

20	 For information about the impact of the pandemic on immigrants, see: Statistics Canada (2022) and OECD (2022).
21	 Express Entry is a points-based system that uses a comprehensive ranking tool to assess, rank, and select candidates based 

on age, education, language skills, work experience, and other factors. For more details, see Mahboubi (2024). 

can also be affected by their integration into the 
labour market, as they may require additional 
training and support to navigate workplace 
expectations and cultural nuances. 

In 2024, immigrants aged 25 to 54 had a 
lower employment rate (by 4.3 percentage points) 
compared to non-immigrants (Figure 11). This gap 
has narrowed since 2006 and continued to decline 
even through the pandemic despite the latter’s 
greater impact on immigrants.20 The remaining 
gap is mainly due to the lower employment rate of 
female immigrants. 

Employment outcomes of immigrants, 
particularly among women, depend predominantly 
on the number of years spent in Canada. For 
women aged 25-54, the employment gap 
between female non-immigrants and more 
recent immigrants (who landed less than 5 years) 
was 15.5 percentage points. This gap narrowed 
to 10.6 percentage points for immigrants who 
landed between 6 and 10 years and further to 
6.2 percentage points for those who have been in 
Canada for more than 10 years. 

Over the last decade, the improvements in 
immigrant employment rates are likely attributed to 
several factors. These include an increased selection 
of economic immigrants from non-permanent 
residents with Canadian work experience, the 
implementation of the Express Entry21 system for 
immigration selection, and favourable economic 
conditions where the demand and supply of 
immigrant labour are broadly aligned (Hou 2024). 
In addition, the growth in managerial, professional, 
and technical occupations accelerated in the late 
2010s (Frenette 2023), which would benefit recent 
immigrants with a university education. Recent 
immigrants in the prime age group of 25 to 54 
have seen faster employment rate growth since 
the early 2010s, with a notable increase of 13.1 
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percentage points from 2010 to 2024, compared 
to a 3.5 percentage point increase among non-
immigrants. 

However, it’s important to note that some of 
these conditions may change in the short term. 
For example, the employment rate for recent 
immigrants stalled from 2022 to 2023, a period 
when labour shortages eased, and levels of both 
permanent and non-permanent immigration 
rose rapidly (Hou 2024). As such, the dynamics 
of labour supply and demand have changed, 
particularly with the increases in the labour 
supply of new immigrants and non-permanent 
residents coupled with a cooling labour market 
and rising unemployment. This could negatively 
affect the employment outcomes of foreign-
born residents in Canada more than those of 
Canadian-born individuals, as immigrants 
are often disproportionately affected during 
economic downturns. In 2024, there was a large 

increase in the unemployment rate of recent 
permanent immigrants, rising from 8 percent in 
2023 to 9.9 percent. This is more than double the 
unemployment rate of non-immigrants, indicating 
the difficulties recent immigrants face in securing 
employment. 

The employment rate of immigrants residing 
in some provinces is lower than the national 
rate, such as Ontario and PEI (Figure 12). The 
relatively poor employment outcomes among 
immigrants in these provinces may stem from 
specific employment barriers unique to immigrants, 
as the unemployment rate of non-immigrants 
in these provinces remains below the national 
rate. However, immigrants in Newfoundland and 
Labrador have a higher employment rate than 
non-immigrants. In contrast, the employment gap 
between immigrants and non-immigrants is most 
pronounced in Quebec, a province with the highest 
employment rate for non-immigrants in Canada. 

Figure 11: Employment Rate by Immigration Status and Years in Canada, Aged 25-54, 2024

Source: Statistics Canada, Table 14-10-0472-01.
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Figure 12: Employment Rate by Immigration Status and Province, Aged 25-54, 2024

Source: Statistics Canada, Table 14-10-0472-01.
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This gap can, to some extent, be due to a large gap 
in the unemployment rates of these two population 
groups. The unemployment rate of immigrants in 
Quebec is twice that of non-immigrants (or a gap 
of 3.5 percentage points). Grenier and Nadeau 
(2011) show that the lack of knowledge of French 
largely explains why the employment rate gap 
between immigrants and non-immigrants is larger 
in Montreal than in Toronto. Greater emphasis on 
official language training could enhance their ability 
to fully participate in the local labour market.

Policy Discussion 

While the Canadian labour market has shown 
resilience post-pandemic and continued to perform 
relatively well in 2024, significant disparities 
across regions, industries, and demographic groups 
highlight opportunities to improve participation 
and employment outcomes. Further, Canada’s 
declining productivity poses a challenge to the 
labour market’s ability to drive sustained economic 
growth and competitiveness.

Demographic shifts, particularly an aging 
population, continue to affect participation rates 
and contribute to some shortages. Notably, the 

expansion of the health industry and the associated 
labour shortages are closely tied to Canada’s aging 
population. However, in some industries, average 
offered wages have not risen enough to attract 
a larger labour supply, and employers have not 
sufficiently adopted alternative strategies, such as 
capital investment and automation, to address their 
workforce needs. 

Addressing these challenges requires a holistic 
approach. Beyond automation and higher wages, 
investing in existing workers and removing barriers 
to labour-market participation by underrepresented 
groups – such as women, youth, Indigenous Peoples, 
and seniors – can significantly improve labour 
market outcomes.

Regional differences in economic conditions 
contribute to provincial variations in the 
participation of seniors, while differences in 
pension and retirement policies play an important 
role in driving discrepancies in retirement timing 
across countries. Gradually increasing the normal 
retirement age is a strategy adopted by some 
countries to encourage later retirement among 
seniors. In Canada, the federal government in 
Budget 2019 offered a way to make later retirement 
financially more attractive by increasing the 
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Guaranteed Income Supplement (GIS) earnings 
exemption, allowing seniors to retain more of 
their increased income if they choose to work. 
However, provincial measures aimed at boosting 
older workers’ labour force participation have had 
mixed results. For instance, Lacroix and Michaud 
(2024) found that a tax credit in Quebec designed 
to boost employment among older workers had no 
significant impact on transitions in or out of the 
labour force, with only modest effects on earnings 
for those aged 60 to 64. The study concluded 
that this measure was not a cost-effective way to 
increase public revenue or employment rates for 
older workers. 

While the Conservative government in 2012 
announced a plan to gradually raise the eligibility 
age for Canada’s Old Age Security benefits from 
65 to 67 starting in 2023, the newly elected Liberal 
government cancelled the plan in 2016. However, 
with an aging population and increasing longevity, 
Canada should reconsider gradual adjustments to 
the normal retirement age and the earliest access 
age to help sustain public pension systems and ease 
demographic pressures. This approach aligns with 
successful international models, though it requires 
careful implementation to account for differences in 
job types and income levels.

Seniors today are healthier and living longer, and 
delaying retirement can offer both personal and 
economic benefits and ease demographic transitions 
(Robson and Mahboubi 2018). Longer working 
lives allow individuals to accumulate greater 
retirement savings, reducing the risk of financial 
insecurity in old age. Working longer has also been 
linked to better cognitive function, mental well-
being, and social engagement.

That said, raising the retirement age would 
affect workers differently depending on their 
occupations and financial situations. While high-

22	 Seniors are less likely to take part in work-related training programs to upskill, either due to a lack of ability, unwillingness 
to learn new skills, or lack of employers’ incentive to invest in their skills, given their shorter work spans (Casey 1998).

23	 Skill erosion among seniors, particularly in literacy and numeracy, can discourage delayed retirement (Mahboubi 2017b).

income, knowledge-based workers may benefit 
from extended careers through flexible work 
arrangements or hybrid options, many low-income 
workers in physically demanding jobs – such as 
those in construction, manufacturing, or caregiving 
– may find it challenging to work longer. Policies 
promoting flexible work options, lifelong learning 
initiatives, and encouraging and monitoring 
training program uptake22 can help older workers 
stay in the workforce longer and maintain 
their skills (Mahboubi and Mokaya 2021).23 
Targeted support, such as enhanced workplace 
accommodations, phased retirement options, and 
retraining programs for workers in physically 
demanding jobs, could ensure that a later retirement 
age does not disproportionately burden lower-
income individuals. 

In response to population aging and existing 
labour shortages, Canada has increasingly relied 
on higher levels of immigration. However, 
the overqualification of immigrants’ skills and 
credentials, particularly among those from non-
Western countries, remains a persistent issue. 
The successful integration of newcomers into the 
workforce is important to mitigate the short-term 
impact of an aging population on the labour market 
and enhance productivity. For example, recognizing 
the credentials of foreign-trained professionals 
in fields like healthcare could increase their 
productivity and earnings, helping to address the 
chronic shortage of healthcare workers. However, 
many skilled immigrants hold qualifications in 
regulated fields overseen by provincial regulatory 
bodies, which creates considerable barriers 
to entering the labour market. While these 
regulations aim to uphold public safety, they 
differ among provinces. Over the past few years, 
several provincial governments have taken steps to 
reduce barriers for foreign-trained immigrants. For 
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instance, British Columbia and Nova Scotia have 
expedited credential assessments for foreign-trained 
healthcare professionals, which helped expand 
their healthcare workforce. Other provinces should 
consider adopting similar initiatives.

Licensed workers, either immigrants or non-
immigrants, in these occupations also face barriers 
if they wish to change their province of residence. 
Easing provincial labour mobility in regulated 
professions could help reduce regional labour 
shortages in these sectors. Ensuring immigrants’ 
skills and qualifications are recognized and accepted 
by employers is also important. 

Canada also needs to adopt more effective 
settlement strategies, with a strong emphasis on 
improving language proficiency for immigrants 
who struggle with communication skills. Language 
training tailored to workplace culture can also 
bridge language gaps and help newcomers obtain 
licences to integrate into the labour market. A 
notable example is the Health English Language 
Pro (HELP) program, which was launched by 
ACCES Employment to support internationally 
educated physicians. The program pairs Canadian 
physician volunteers with internationally trained 
medical graduates to help them acquire the 
necessary medical English skills. Furthermore, in 
recent years, the expansion of language training 
facilities has not kept pace with the explosive 
increase in the number of permanent and temporary 
immigrants. Governments need to systematically 
evaluate settlement service agencies to assess the 
returns on investment and enhance the effectiveness 
of these services in the labour market.

In addition to reducing regional disparities and 
improving labour market fluidity – making it easier 
for workers to transition between jobs – Canada 
should also focus on increasing GDP per capita by 
encouraging greater capital investment (Robson, 
Kronick and Kim 2019; Gu 2024; Robson and Bafale 
2023 and 2024) and promoting the adoption of new 
technologies (e.g., AI, robotics, and automation), with 
a focus on increasing productivity and complementing 
the skills of the existing workforce.

Canada’s labour productivity has declined 
recently – a worrisome trend. Enhancing labour 
productivity involves addressing skill shortages, 
overqualification and mismatches. Policies that 
encourage training and promote automation, as 
well as higher wages in high-demand sectors, 
are essential. The potential of AI should also 
be explored to support labour productivity and 
mitigate skills and labour shortages (Mahboubi and 
Zhang 2023). However, it is equally important to 
provide support for the displacement of low-skilled 
workers who may be impacted by automation. 
Governments and employers should focus on 
training programs that align with the evolving 
demands of the labour market, including reskilling 
and upskilling initiatives for those at risk of 
displacement. 

Conclusion

Addressing the challenges of an aging population, a 
lower senior participation rate, the overqualification 
of immigrants’ skills, and declining labour 
productivity requires comprehensive and targeted 
policy interventions. Canada’s labour market will 
benefit from proactive measures that support 
both its existing workforce and newcomers while 
addressing the demographic pressures ahead.

To ensure sustainable economic growth and 
greater labour market participation, the following 
policy actions should be considered:

•	 The federal government should gradually raise 
the normal retirement age to 67 and assess 
the benefits of delaying the earliest access age 
for pension benefits, in line with successful 
international models. 

•	 Provincial governments should adopt targeted 
policies to support older workers, such as 
promoting flexible work arrangements, part-time 
career opportunities, and self-employment options, 
particularly in regions like the Atlantic provinces, 
where senior participation is notably low. 

•	 All levels of government should invest in high-
quality training programs that equip individuals 
with the skills needed for the evolving labour 
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market, such as digital skills and job search 
strategies, with a focus on underrepresented groups 
like seniors, Indigenous Peoples, and youth. 

•	 Provinces and regulatory bodies should 
collaborate to streamline the licensing process 
for skilled immigrants, enabling foreign-
trained professionals to meet local regulatory 
requirements more efficiently. They should 
also work together to ease labour mobility 
in regulated occupations, ensuring that 
qualifications are recognized across regions 
without compromising service quality. 

•	 The federal government should invest in 
enhancing settlement strategies for immigrants, 
including providing language training tailored to 
workplace culture. It is also important to evaluate 

the effectiveness of existing programs to ensure 
they adequately support newcomers’ integration 
into the workforce. 

•	 Employers, in collaboration with governments, 
should integrate automation and advanced 
technologies such as AI to boost productivity 
while ensuring that workers’ skills align with the 
evolving demands of the economy. 

By implementing these policies, Canada can 
better navigate labour market imbalances, enhance 
its labour force participation, and position itself 
for sustainable economic growth in the face of 
demographic and technological change.
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Appendix: 

Figure A1: Labour Productivity by Business Sector Industry in 2023

Source: Statistics Canada, Table 36-10-0480-01.
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Figure A3: Average Offered Hourly Wages by Selected Occupations

Source: Statistics Canada, Table 14-10-0443-01.
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