
May 16, 2020

Supplement

No. 17

A Need to Change the Direction of the Economy

• The Privilege of Creating Private Money
- K.C. Adams -

For Your Information
• Government Spending on COVID-19 Relief 

• Statistics Canada Labour Force Survey, April 2020 (Excerpts)
• Pandemic to Spill Red Ink All over Provinces' Books

A Need to Change the Direction of the Economy

The pandemic has exposed the backwardness of the current organization of the economy under
the control of the imperialist oligarchy. Those who own and control the economy have organized
it so that the actual producers of value are considered a cost of production in their accounts and
consciousness, a designated human cost of production for those in ownership and control. To
favour the narrow interests of the imperialist oligarchy and their insatiable thirst for private profit,
wealth and power, the workers who produce all the goods and services that the people and society
require to exist have been reduced to just another productive force similar to a machine that has
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no say in the organization of work, its direction, planning or what becomes of the social product
and its value.

The alienation of the workforce from the work it performs, from the means of production it uses,
from the value it produces, from the direction of the economy and how it could be organized
combines with workers' ignominious status as a cost of production to become a deadly
combination for all, especially evident during this pandemic. Workers have no say in how the
economy should respond to the pandemic. They are forced to listen to the ruling elite declare what
is to be done and to complain after the fact when life falls apart.

Instead of being mobilized to participate actively and consciously in deciding how the battle
against the virus should be fought, workers are victimized as something that must be downsized
and deactivated similar to machinery so that those in control eliminate them as a cost during the
period to save what they can of their private wealth, power and control.

The disempowerment of the working class extends beyond the workplace into politics and the
social forms and private lives of the working people as they become targets of measures that those
in authority deem necessary to deal with the pandemic. Deactivating a large section of the
workforce, especially women and the youth, and refusing to mobilize the people to combat the
pandemic, paralyze the economy and the entire society, endangering food security and the people's
mental health.

Workers are the essential human factor in producing the goods and services that the people and
society depend on for their existence and are the human force necessary to overcome a public
health crisis. Disastrous consequences regularly occur from the ruling elite denying the human
factor its right to direct the economy in which it works and from their refusal to recognize that
those who do the work are those who should decide what should be done to deal with problems.

Driven to objectify workers as a cost of production and to insist that the only utility of the work
they do is to generate private profit for the few, the ruling elite have made the situation worse
during the pandemic with absurd decisions that defy reason. Instead of reorganizing the
workplace so social distancing can take place, which in most cases would require more workers
spaced out in time and distance, either they simply eliminate production or make no changes, thus
creating virus hot spots such as in agribusiness.

The scene is one of working people supposedly without brains, stuck in isolation without the
capacity to confront the disease as thinking human beings in unity with their fellow Canadians.
They are told to accept their condition as a subjugated social force awaiting instructions from the
ruling elite on when they can move and breathe, denied the right and organized means to discuss
and exchange views with their fellow human beings so as to activate the human factor/social
consciousness and together defeat the pandemic through actions with analysis.

The ruling elite are standing in the way of the New; they are blocking the real advance that
socialized humanity is ready to accept. The challenge is to find a way forward in practical terms
past the obstruction by the social force presently in control.

- K.C. Adams -

The state authorities consider printing new money for private use a serious crime called
counterfeiting. However, creating new money in other ways for the private enrichment of
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chartered banks is lauded and state-sanctioned. Canadian authorities have given a small group of
privileged people and their financial enterprises, called chartered banks, the right to create money
for their private ownership, use and profit. The state-organized privilege of creating privately-
controlled new money has greatly strengthened the financial oligarchy, tightened its grip and
control over the economy and concentrated wealth and power in fewer hands.

Once awarded state authority to create money, private chartered banks can expand their ownership
of legal money without having their workers produce anything. The amount of money they can
create for their private use is restrained only by vague guidelines in the Bank Act, their own
assessment of the creditworthiness of the borrower, and the risk they wish to take according to the
amount of money or equity they already control.

Since the onset of the neo-liberal regime in the 1990s and the anti-social offensive, including
deregulation of big business, any legal requirement that the chartered banks hold in reserve against
the total of outstanding loans a certain amount of their own cash or money in accounts that people
or businesses have deposited in their banks, has been eliminated.

The creation of new money is a constant necessity within the modern economy of industrial mass
commodity production where the capacity of workers to produce new value is enormous. The
issue is that the creation of new money through financing, based on the prospect of workers
producing added value should be the social responsibility of a public authority accountable to the
people. It should not be a means to enrich a privileged few. The state awarding of private charters
to enrich a faction of the elite should be an illegal practice denounced as corruption of the worst
kind. The "Big 6 Chartered Banks" in Canada are by far the biggest moneylenders in the country
and creators of the most new private money, even more than the public money the Bank of
Canada creates.[1]

If a person or company seeks to borrow $5 million from a wealthy person or company other than
a chartered bank, the money-lending person or company would have to possess the required
amount. The $5 million in possession of the lender would be transferred from the lender's account
to the borrower's account or handed over in some other way at an agreed price or yield, usually a
rate of interest.

If the person or company seeks to borrow the $5 million from a chartered bank, the bank does not
have to possess the money to be borrowed. The bank does not have to hand over any of its own
money to the borrower. The bank puts drawing rights worth $5 million into the account of the
borrower. The amount does not previously exist. The chartered bank creates the money using its
state-sanctioned privilege. The lending of the new money follows the bank's assessment of the
creditworthiness of the borrower and legal paperwork to detail the amount and length of time
before the borrower fully repays the loan, which includes the $5 million principal and interest.
The legal paperwork also includes the borrower's collateral the bank may seize if the loan is not
repaid in full.[2]

Example of a Commercial Mortgage for a Multi-Unit Rental Building

Real estate or construction companies can apply to a chartered bank for a commercial mortgage on
a multi-unit rental building they have built or want to buy. The loan is assessed against the
perceived value of the property, which becomes the collateral to be seized in case of default. The
commercial mortgage then must receive approval from Canada Mortgage and Housing
Corporation (CMHC), which is the only insurer for mortgages on multi-unit residential properties,
including large rental buildings, student housing and nursing, long-term care and retirement
homes. The CMHC insurance allows greater protection for the bank in case of default.

Lawyers conclude the necessary paperwork, including the rate of interest the borrower must pay

3



for the use of the new money. If the moneylender is satisfied that the loan is worth its while, and
the collateral, which is the market value of the building, is sufficient to cover any outstanding
non-payment of the loan, the bank finalizes the loan. The bank puts the loan amount, say $5
million, into the account of the borrower. No money is transferred from the reserves of the bank
lender; instead, a debt to the bank under the name of the borrowing company is entered on the
bank's balance sheet, indicating the amount of the loan and terms. The borrower may use the $5
million to pay off a construction mortgage and possibly smaller higher interest loans required
during construction and any remaining contractors owed. Commercial mortgages can also be used
to purchase an existing property from another owner.

Commercial mortgages carry smaller interest rates usually on par with the yield on ten-year
government bonds, at this time below two per cent. This may appear at first glance as not very
profitable for the banks until one realizes that none of the $5 million comes from a vault in the
bank or out of the pocket of some oligarch but rather is created out of nothing but state-organized
privilege of the rich. The created $5 million loan plus interest comes back to the chartered bank in
monthly payments.

The borrower begins to repay the principal and interest on the $5 million the next month, in the
portions agreed upon for the duration of the loan. The bank lender receives the monthly payment
in return for money that it never possessed in the first place but merely created according to the
state-organized right to do so as a private chartered bank. This new $5 million the bank has
created and any accrued interest belongs to the bank as its private property. If the borrower
defaults, the bank seizes the building as its own private property.

Over the duration of the loan until final payment, the bank receives in monthly amounts the $5
million principal plus the total in debt charges called interest. With final repayment, the bank
receives $5 million plus interest without having used any of its own money except for
administration and other consumed value such as the offices it maintains, the equipment it uses
and the price of the capacity to work it buys from its employees. The borrower routinely pays the
legal fees and the cost of the CMHC insurance and other transaction fees.

If the borrower for some reason, such as an economic crisis or financial disaster in another area of
the business it owns, can no longer service the loan, the bank begins legal proceedings to seize the
building as collateral for the loan. Because CMHC has insured the loan, the bank also has that
cushion to recover the debt, if the market value of the building does not match the unpaid portion
of the loan, and to pay for the legal process.

The banks also have options to turn the existing mortgages they own into immediate money. The
banks can sell to others the mortgages they possess for a discounted amount of the total value that
is left in the mortgage. Also, outstanding mortgages are often bundled together into large bonds
that are then sold on the international market. These asset-backed securities consisting of
mortgages and other outstanding loans were a factor intensifying the economic crisis in 2008, as
many of the mortgages and loans bundled within the bonds failed, leaving insufficient collateral
value, causing a cascading collapse of those types of derivatives.

The financial oligarchy uses the state-organized right of chartered banks to create private money as
yet another weapon to concentrate into its hands the social wealth of the economies it controls
within the imperialist system of states. Part of the fight for a new pro-social direction and aim for
the economy is to put an end to the state-organized corruption and privilege of the rich.

Notes

1. The "Big 6 Chartered Banks" in Canada:
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- Bank of Montreal (BMO)
- Canadian Imperial Bank of Commerce (CIBC)
- National Bank of Canada (NBC)
- Royal Bank of Canada (RBC)
- Scotiabank (Scotia)
- TD Bank (TD)

See articles in TML Weekly May 9 Supplement for discussion of the role of banks and the creation
of money.

2. Generating Price Inflation

To promote price inflation, the financial oligarchy, both privately and publicly, deliberately creates
new money beyond the growth in aggregate new production. When currency growth in circulation
is greater than any growth in the national production of goods and services, the discrepancy
becomes a factor for price inflation. More total money in circulation representing the aggregate
national production means a dollar represents less actual value of production. In other words, one
dollar does not buy as much goods and services as before. The Bank of Canada even has an
annual inflation target of two per cent.

The most basic reason to force price inflation upon the economy is to put downward pressure on
the value of the capacity to work that the working class sells to those who own and control the
economy. With price inflation for goods and services, the working class is in a constant battle to
raise the price for its capacity to work to keep up with price inflation for the goods and services it
requires to sustain a certain standard of living.

The financial oligarchy also promotes price inflation specifically in Canada to keep the Canadian
dollar weak against other currencies within the imperialist system of states. The Canadian dollar
currently trades at around 72 cents to the U.S. dollar. A lower Canadian dollar relative to other
imperialist currencies cheapens the exports of Canada's abundant natural resources, which the
financial oligarchy within the imperialist system of states seizes for use in production elsewhere, in
particular within the U.S. military economy.

The weaker dollar also promotes certain sectors, such as the U.S.-dominated entertainment
business, specifically the production of movies and TV programs. The cheaper Canadian dollar
allows the U.S. oligarchs in control of that sector, who use U.S. dollars to finance their
productions, to cheapen the price of production by filming in Canada as compared with the price
of a similar production within the United States.

For Your Information

As of May 13, 2020, the federal and provincial and territorial governments have committed over
$820 billion to COVID-19 relief, which includes direct transfers to workers, students, employers,
regional agencies, charities, food banks and other organizations, as well as credit in various forms.
The purpose of these programs is, according to Prime Minister Trudeau and other Cabinet
Ministers, to provide immediate help to workers and businesses affected by the economic
shutdown, so that workers can pay rent and put food on the table, and so that businesses are
positioned to swing into action when the economy "comes roaring back."

The following table is based on announcements from the Department of Finance and the Prime
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Minister. The Department of Finance has broken these into four categories: Protecting Health and
Safety, Direct Support Measures, Liquidity Support to Businesses and Individuals, and Business
Credit Availability Program. Undated items were announced prior to April 11.

Protecting Health and Safety

COVID-19 Response Fund $1.1 billion

Funding for PPE $2.0 billion

Direct Support Measures

Canada Emergency Response Benefit (will increase due to
expansion of eligibility criteria)

$24.0 billion+

Enhanced GST credit $5.5 billion

Enhanced Canada Child Benefit $1.9 billion

Temporary Business Wage Subsidy $975 million

Canada Emergency Wage Subsidy $73.0 billion

Canada Student Loan Payments $190 million

Support for Indigenous Communities $305 million

Support for the Homeless (through the existing Reaching Home
program)

$157.5 million

Support for Women’s Shelters and Sexual Assault Centres $50 million

Support for Seniors, Children and Youth $16.5 million

Support for food banks and local food organizations $100 million

Lower RRIF minimum withdrawal $495 million

Support for air transportation sector $331.4 million

For employers to support quarantine measures for temporary foreign
workers (April 13)

$50 million

For northern communities (April 14) $130 million

For the Canadian Food Inspection Agency (April 14) $20 million

To clean up oil wells in Alberta, BC, Saskatchewan (April 17) $1.7 billion

Emission reduction fund (April 17) $750 million

For Indigenous businesses (April 18) $306 million+

Emergency Fund for Community Support (April 21) (community
organizations and non-profit organizations)

$350 million

Support for post-secondary students (April 22) $9.0 billion

National medical/research strategy (April 23) $1.1 billion

Support for Fish and Seafood processors (April 24) $62.5 million

Canada Emergency Commercial Rent Assistance (April 24) $2.0 billion

For Food Processors (May 5) $252 million

For top-up of wages for essential workers (May 7) (administered by
provinces who will contribute $1 billion)

$3.0 billion

New measures to support seniors (May 12) $2.5 billion

New Horizons for Seniors Program expansion $20 million
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Liquidity Support to Businesses and Individuals

Income tax payment deferral to September $55 billion

Sales tax remittance and Customs Duty payment deferral $30 billion

Regional Relief and Recovery Fund (RRRF) (May 13) $962 million

Business Credit Availability Program (through the Business
Development Bank of Canada (BDC) and Export Development
Canada (EDC))

Small and medium-sized Enterprise Loan and guarantee program $40 billion

Canada Emergency Business Account $25 billion

Credit and liquidity support for the Agricultural Sector $5.2 billion

Credit and liquidity support (through the Bank of Canada, OSFI,
CMHC and commercial lenders)

$500 billion+

Altogether, these federal programs total over $787.522 billion. Many of these announcements have
been accompanied by statements that these are initial amounts (e.g., seafood and agriculture), that
there will be more funding to come, or that changes could be expected to time lines and eligibility
criteria, etc., which will increase the amounts. On May 11, the Prime Minister announced that a
Large Employer Emergency Financing Facility (LEEFF) will be established "to provide bridge
financing to Canada's largest employers, whose needs during the pandemic are not being met
through conventional financing, in order to keep their operations going." No amount for this
program was provided. The BCAP is to be expanded "to mid-sized companies with larger
financing needs." There have also been promises of more support to come for specific sectors,
including tourism and energy.

In addition to funds announced by the federal government, provincial and territorial governments
have implemented various programs. Programs for which a cost has been identified total over $28
billion. But there are many more for which no dollar figure has been given, including delays in
income tax filing deadlines, forgiveness of student loans, direct subsidies to day cares and
community organizations, such as food banks, wage subsidies for workers ineligible for federal
programs or to add to federal programs, credit for small businesses, rental assistance and financial
assistance for people on social assistance.

(Department of Finance, Press statements of Ministers, McCarthy Tétrault "COVID-19: Economic relief measures
announced to date.")

Following a drop of over one million in March, employment fell by nearly two million in April,
bringing the total employment decline since the beginning of the COVID-19 economic shutdown
to over three million.

In addition, the number of people who were employed but worked less than half of their usual
hours for reasons related to COVID-19 increased by 2.5 million from February to April. As of the
week of April 12, the cumulative effect of the COVID-19 economic shutdown -- the number of
Canadians who were either not employed or working substantially reduced hours -- was 5.5
million, or more than one-quarter of February's employment level.

In April, both full-time (-1,472,000; -9.7%) and part-time (-522,000; -17.1%) employment fell.
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Cumulative losses since February totalled 1,946,000 (-12.5%) in full-time work and 1,059,000
(-29.6%) in part-time employment.

Drop in Employment Is Unprecedented

The magnitude of the decline in employment since February (-15.7%) far exceeds declines
observed in previous labour market downturns. For example, the 1981-1982 recession resulted in
a total employment decline of 612,000 (-5.4%) over approximately 17 months.

Large Increase in Unemployment

The unemployment rate rose 5.2 percentage points in April to 13.0%. This followed an increase of
2.2 percentage points in March. Over the period since comparable data became available in 1976,
the April unemployment rate was second only to the 13.1% observed in December 1982.

The April unemployment rate would be 17.8%, when adjusted to reflect those who were not
counted as unemployed for reasons specific to the COVID-19 economic shutdown. During the
week of April 12, 1.1 million people were not in the labour force but had worked recently (in
March or April) and wanted to work. They were not counted as unemployed but were counted as
not in the labour force because they did not look for work, presumably due to ongoing business
closures and very limited opportunities to find new work.

Infographic 1

8



Infographic 2

Infographic 4

Unemployment rate increases during economic downturns, Canada, 1976 to 2020
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Increase in Unemployment Driven by Temporary Layoffs

Total unemployment grew by 1,285,000 (+113.3%) from February to April. By comparison, during
the 1981-1982 recession unemployment rose by 763,000 (+88.6%) over the course of 16 months.
In April, almost all (97.0%) of the newly-unemployed were on temporary layoff (not seasonally
adjusted), indicating that they expected to return to their former employer as the shutdown is
relaxed.

In any given month, the net change in unemployment is the result of the difference between the
number of people becoming unemployed and those leaving unemployment. Since the start of the
COVID-19 economic shutdown, inflows into unemployment have been increasing sharply, due
largely to a rise in the number of people moving from employment to unemployment (+1.1
million since February).

In April, outflows from unemployment also grew as the number of people moving from
unemployment to being out of the labour force increased (+214,000). This includes people who
wanted a job but stopped looking for one -- including those who did not think that work was
available—-and those who assumed new pursuits, such as caring for family members.

All Provinces Have Been Hard-Hit

Employment declined in all provinces for the second month in a row. Compared with February,
employment declined by more than 10% in all provinces, led by Quebec (-18.7% or -821,000).

Chart 1

Employment change by province, February to April 2020

The unemployment rate rose markedly in all provinces in April. In Quebec, the rate rose to 17.0%,
the highest rate in the province since comparable data became available in 1976, and the highest
among all provinces. The number of unemployed people increased at a faster pace in Quebec
(+101.0% or +367,000) than in other provinces. In April, the increase in the number of people on
temporary layoff (not seasonally adjusted) was proportionately higher in Quebec than in other
provinces, while the increase in the number of people out of the labour force was proportionately
lower.
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Canada's Largest Cities Face Large COVID-19
Labour Market Impacts

Employment dropped sharply from February to April in each of Canada's three largest census
metropolitan areas (CMAs). As a proportion of February employment, Montréal recorded the
largest decline (-18.0%; -404,000), followed by Vancouver (-17.4%; -256,000) and Toronto
(-15.2%; -539,000).

In the CMA of Montréal, the unemployment rate was 18.2% in April, an increase of 13.4
percentage points since February. In comparison, the unemployment rate in Montréal peaked at
10.2% during the 2008/2009 recession. In Toronto, the unemployment rate was 11.1% in April (up
5.6 percentage points since February) and in Vancouver it was 10.8% (up 6.2 percentage points).

Number of Solo Self-Employed Little Changed,
but Large Drop in Hours Worked

The number of solo self-employed workers (2.0 million) -- that is, those with no employees --
was little changed in April compared with February (not adjusted for seasonality). For this group
of workers, the impact of the COVID-19 shutdown has been felt through a significant loss of
hours worked. In April, 59.4% of the solo self-employed (1.2 million) worked less than half of
their usual hours during the week of April 12, including 38.4% who did not work any hours.

[...]

Most of Those Who Were Absent from Work Were Not Paid

During the reference week of April 12 to 18, 2.4 million people were employed but absent for the
full week. This was an increase of 2.1 million compared with February, with the increase being
attributable to the COVID-19 economic shutdown. The number of people who worked some
hours, but less than half of their usual hours, increased by 380,000, bringing the total increase in
absences since February attributable to COVID-19 to 2.5 million.

About 60% of those who were absent for the entire reference week were employees, while the
remainder were self-employed. Among employees, about three in four were not paid for the
reference week, an increase since March, when 55.8% were not paid. Less than 1 in 10
self-employed workers who had an incorporated business received pay.

Summary: More than One-Third of the Potential Labour Force
Underutilized in April

In April, more than one-third (36.7%) of the potential labour force did not work or worked less
than half of their usual hours, illustrating the continuing impact of the COVID-19 economic
shutdown on the labour market. The "recent labour underutilization rate" combines those who
were unemployed; those who were not in the labour force, who wanted a job, but did not look for
one; and those who were employed but worked less than half of their usual hours. In comparison,
this rate was 11.3% in February.

Impact of COVID-19 Economic Shutdown Spreads to the Goods-
Producing Sector

Employment losses in goods-producing sector

In March, almost all employment losses were observed in the services-producing sector. In April,
by contrast, employment losses were proportionally larger in goods (-15.8%; -621,000) than in
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services (-9.6%; -1.4 million). Losses in the goods-producing sector were led by construction
(-314,000; -21.1%) and manufacturing (-267,000; -15.7%).

Within the services sector, employment losses continued in several industries, led by wholesale
and retail trade (-375,000; -14.0%) and accommodation and food services (-321,000; -34.3%).

Industries which continued to be relatively less affected by the COVID-19 economic shutdown
included utilities; public administration; and finance, insurance and real estate.

Chart 2

Employment variation from February to April 2020, Canada, selected sectors

[...]

Employment Decreases in both Goods and Services Surpass
Previous Labour Market Downturns

In both the services-producing and the goods-producing sectors, the employment decreases
observed in the two months since February were proportionally larger than the losses observed
during each of the three significant labour market downturns since 1980.

[...]

After the previous downturns, employment in services recovered relatively quickly, returning to
pre-downturn levels in an average of four months. On the other hand, it took an average of more
than six years for goods-producing employment to return to pre-recession levels following the
1981-1982 and 1990-1992 recessions. After the 2008-2009 global financial crisis, it took 10 years
for employment in the goods-producing sector to return to pre-crisis levels.
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Chart 3

Larger employment declines since February 2020 than during any of the last
three notable recessions

Employment Losses Spread to Construction and Manufacturing

Employment in the construction sector declined by 314,000 or 21.1% in April, after being virtually
unchanged in March. Construction in Quebec was particularly impacted, with employment in the
sector declining by 38.6% in April. The Quebec provincial government directed all construction
worksites to close on March 23, after the March LFS reference week, before allowing some of the
residential construction sites to reopen on April 20, after the end of the April reference week.

Compared with February, employment in manufacturing decreased by 302,000 or 17.3% with
almost all of the decline happening in April. Employment in transportation equipment, machinery
and fabricated metal products decreased the most since February, hinting at bottlenecks in the
supply chain and lower demand for some products. At the same time, employment in food
manufacturing was relatively stable.

Employment in accommodation and food services declined by 50.0% (-615,000) from February to
April. Employment in occupations such as food and beverage services, as well as kitchen staff,
decreased the most. The number of managers declined to a lesser degree. The number of hours
worked in accommodation and food services in April declined a further 38.6% after having
declined in March. Since February, the number of hours worked in the sector decreased by 63.8%.

Employment in wholesale and retail trade fell by 582,000 or 20.2% in the two months to April.
The number of hours worked declined by 31.0% over the same period. Employment in subsectors
related to food and beverages has decreased since February, but proportionally less than in
subsectors that were not deemed to be essential services.

Despite the considerable challenges facing health care workers on the front lines of treating
COVID-19 patients, employment has remained stable in hospitals and nursing and residential care
facilities since February. However, declines have been observed in other health care sectors,
including ambulatory care, which includes offices of physicians and dentists as well as medical
and diagnostic laboratories. Substantial declines have also been observed in social assistance,
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which includes day care facilities, bringing net employment declines in the health care and social
assistance industry grouping to 129,000 (-5.3%) since March and 229,000 (-9.1%) since February.

In March and April, domestic and international demand for oil dropped significantly, resulting in
record-low prices. As of the week of April 12, employment in the capital-intensive oil and gas
industry had proven to be resilient to these price shocks. Impacts may be observed in the coming
months. Since February, employment in the broader natural resources sector has declined 7.4%,
with mining and quarrying responsible for the largest variation in both employment and hours
worked.

Small Businesses Facing Significant COVID-19 Impacts

Larger firms and institutions seem to have been more able than smaller businesses to retain
employees on payroll, likely due to their capacity to put measures in place to adjust to the
COVID-19 economic shutdown. This pattern was observed across industries, including wholesale
and retail trade; construction; manufacturing; and transportation and warehousing.

Overall, employment in firms of 100 employees or more declined by 12.6% (not adjusted for
seasonality) from February to April. Employment in firms of between 20 and 99 employees
declined by 25.1%, while in the smallest firms (less than 20 employees), it declined by 30.8%.

Continued Impact on Total Hours Worked

Overall, the total number of hours worked decreased by 14.9% in April compared with March,
and by 27.7% compared with February.

Chart 4

Hours worked variation (%), by industry, Canada, February to April 2020, seasonally adjusted
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Chart 5

Hours worked variation (%), by province, February to April 2020, seasonally adjusted

An Additional 3.3 Million Canadians Worked from Home in April

During the week of April 12, 12.0 million Canadians were employed and worked more than 50%
of their usual hours. An estimated 5.0 million of these worked most of their hours from home.
This included 3.3 million workers who usually worked at a location other than home. It can be
reasonably assumed that these workers changed their workplace in response to the COVID-19
economic shutdown.

This ability to adapt in the short term was not balanced across the economy, however. Working
from home varied widely by industry in April, reflecting a number of factors, including
occupation-related requirements to come into close physical contact with others such as
co-workers, clients and the public.

In most industries where such close contact is required, a relatively low proportion of workers
who worked at least one hour did their jobs from home. This included accommodation and food
services (8.4%), construction (19.0%) and wholesale and retail trade (20.8%). These same
industries have experienced some of the largest employment declines since February.

In contrast, in industries where close contact with others is less necessary, more workers tended to
do their job from home in April. This includes workers in professional, scientific, and technical
services (75.5%); finance, insurance and real estate (67.4%); and public administration (62.6%).
These same industries have experienced relatively fewer employment losses since February and
may find it easier to resume full activity, either through continuing work from home or possibly
through investments in workplace adaptations.
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Infographic 6

Employment losses have been greater in industries where close physical contact is required and
where working from home is less common. Click to enlarge

Vulnerable Workers Continue to See Greatest Losses

In April, employment losses continued to be more rapid in jobs offering less security, including
temporary and non-unionized jobs.

In the two months since February, employment (not adjusted for seasonality) declined by 17.8%
among all paid employees. The pace of employment losses was above-average among employees
with a temporary job (-30.2%), those with job tenure of one year or less (-29.5%) and those not
covered by a union or collective agreement (-21.2%). There were also sharper declines for
employees earning less than two-thirds of the 2019 median hourly wage of $24.04 (-38.1%) and
those who are paid by the hour (-25.1%).

This is consistent with the declines observed in accommodation and food services, and wholesale
and retail trade, which generally have a higher proportion of workers with these characteristics.
Despite these declines, there were approximately one million people in low-wage, non-unionized,
hourly-paid jobs in April who worked at least some hours during the reference week. Of these,
89.1% worked at locations outside the home. Two-thirds of those working in locations outside the
home were employed in accommodation and food services or wholesale and retail trade—-both
industries with relatively high proportions of workers in jobs usually requiring close physical
contact.
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Chart 6

Employment change among paid employees by employment characteristic, Canada, February to
April 2020, not adjusted for seasonality

Increase in Average Wages as Lower-Paid Jobs Disappear

Compared with one year earlier, average hourly wages rose 10.8% in April, mainly as a result of a
7.3% increase occurring from February to April. This increase was attributable in part to larger
employment declines in relatively low-paying industries, which has had the result of raising
average wages.

Since February, more than half of the employment decrease observed in the services-producing
sector has been in accommodation and food services and in wholesale and retail trade, two of the
lowest-paying industries. At the same time, relatively more people remained employed in
industries where work can be done from home, such as public administration and professional,
scientific and technical services, two of the highest-paying industries.

Chart 7

Hourly wage distribution shifting as a result of larger employment declines in relatively low-paying
industries, Canada, February to April 2020

17



More People Living in Families Where No One Is Employed

In the two months since February, the number of people aged 15 and older living in economic
families (which includes people living alone) where no one is employed has increased by 23.5%
(+1,655,000) (not adjusted for seasonality).

The number of people living in couples in which only one partner is employed increased by
27.3% (+1,134,000), while the number living in couples where neither partner is employed
increased by 22.5% (+845,000). The number of single parents who are not employed increased by
53.9% (+126,000) (not adjusted for seasonality).

Just Over One in Five Canadians Live in Households Reporting
Difficulty Meeting Financial Obligations

The relative concentration of COVID-related employment losses among less secure jobs raises
important questions about the financial capacity of Canadians to adapt to the economic shutdown.
To shed light on these challenges, a question on the ability of households to make basic payments
such as rent, mortgage and groceries was added to the April LFS.

During the week of April 12, just over one in five Canadians (21.1%) lived in a household
reporting difficulty meeting immediate financial obligations. In 2018, this same question was
posed in the Canadian Housing Survey and results were similar.

Although the overall proportion of Canadians facing immediate financial hardship has remained
relatively stable, the April LFS sheds light on groups of workers where financial difficulties are
most common. Nearly one-third (32.1%) of unemployed people aged 15 to 69 lived in a
household reporting difficulties, compared with 21.9% of those not in the labour force and 17.5%
of those who were employed. Among the employed, the share living in households reporting
difficulties was higher for those who worked less than half of their usual hours (26.1%),
compared with those who were at work for most or all of the reference week (15.3%).

An Initial Profile of Applicants to Economic Benefit Programs

Employment and Social Development Canada has announced that, as of April 19, the first day of
April LFS interviews, 6.7 million Canadians had applied for either EI or CERB benefits since
March 15.

Based on LFS results, about 6 in 10 (59.6%) of those who had applied for either CERB or regular
EI benefits since March 15 were in the core-working age group of 25 to 54. About 1 in 5
applicants (19.7%) were youth aged 15 to 24. Applicants were equally likely to be women (50.8%)
or men (49.2%).

Among those aged 15 to 69 who lived in a household reporting difficulty meeting financial
obligations, 21.4% indicated that they had applied for either CERB or EI benefits since March 15.
This compares to 9.8% of those who lived in a household that reported it was easy to meet
financial obligations.

Employment Declines the Fastest Among Youth

COVID-19 has disproportionally affected Canada's youth (aged 15 to 24). As a group, they are
more likely to hold less secure jobs in hard-hit industries such as accommodation and food
services. From February to April, employment among youth declined by 873,000 (-34.2%), while
an additional 385,000 (or one in four) who remained employed in April lost all or the majority of
their usual hours worked (not adjusted for seasonality). Employment declined faster among those
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aged 15 to 19 (-40.4%) than among those aged 20 to 24 (-31.1%), reflecting the less secure jobs
held by those in the younger age category.

Among students aged 15 to 24 in April, the unemployment rate increased to 31.7% (not adjusted
for seasonality), signalling that many could face difficulties in continuing to pay for their studies.
Among non-student youth, a little more than half were employed in April, down from three-
quarters in February (data not seasonally adjusted).

Employment Losses More Evenly Split Between Men
and Women in April

While women accounted for a disproportionate share of job losses in March, declines in April
were larger among men, resulting in a narrowing of the gender gap in cumulative employment
losses. Among the total population aged 15 and older, employment losses from February to April
totalled 1,537,000 (-16.9%) for women and 1,468,000 (-14.6%) for men.

For core-aged women, employment fell by 790,000 (-13.2%) from February to April, while a
further 1,057,000 (20.3%) remained employed in April but lost all or the majority of their usual
hours worked (not adjusted for seasonality). The numbers were similar for core-aged men, with
employment declining by 773,000 (-12.0%), and an additional 1,049,000 (18.6%) losing all or the
majority of their usual hours (not adjusted for seasonality).

While core-aged men and women had somewhat comparable overall employment losses, nearly
all (92.9%) of the employment decline for core-aged men from February to April was among
full-time workers, compared with 69.9% for women. This, combined with the different industries
in which men and women have lost their jobs -- for example, more job losses among men have
been in construction, and fewer have been in retail trade -- signals that the challenges associated
with recovering from the COVID-19 economic shutdown may be different for women and men.

Chart 8

Employment change by age group and sex, Canada, February to April 2020

19



Very Recent Immigrants Hit Harder by Labour Market
Impacts of COVID-19

Employment among very recent immigrants (five years or less) fell more sharply from February to
April (-23.2%) than it did for those born in Canada (-14.0%). This is partly because this group is
more likely than people born in Canada to work in industries which have been particularly
affected by the COVID-19 economic shutdown, such as accommodation and food services, and
less likely to work in less severely-impacted industries, such as public administration.

Employment among the total landed immigrant population declined by 18.0% from February to
April (not adjusted for seasonality), as established immigrants (10 years or more) (-17.0%) and
recent immigrants (more than 5 but less than 10 years) (-17.4%) fared better than their very
recently-arrived counterparts.

Few Differences Observed Between Indigenous and
Non-Indigenous Canadians

Compared with February, employment losses in April among the off-reserve Aboriginal
population (-16.2%) were comparable to those in the non-Aboriginal population (-15.3%) (not
adjusted for seasonality). In 2019, the employment rate for the off-reserve Aboriginal population
was 57.5%, compared with 62.1% for the non-Aboriginal population. This disparity could affect
the ability of these groups to recover from the COVID-19 economic shutdown.

[...]

Ongoing Job Attachment May Ease Economic Recovery

In April, there were approximately 5.8 million people who did not work and who could
reasonably be expected to return to work when public health and economic conditions allow (not
seasonally adjusted). Of these, about two-thirds (3.8 million) had some type of attachment to a
specific job, that is, they were employed but worked no hours for reasons related to COVID-19,
or they had been temporarily laid off, suggesting that they expected to return to the same job
within six months.

Approximately one-third (2.0 million) had no connection to a current or recent job. This includes
those who were unemployed for reasons other than temporary layoff and those who left the
labour force in March or April and reported that they wanted a job. The proportion of people who
did not have a connection to a current or recent job was higher among youth aged 15 to 24
(44.6%) than among their core-aged (32.7%) and older (27.3%) counterparts. Men (35.2%) were
slightly more likely than women (32.7%) to be in this situation.

For full survey click here.

- Excerpts From RBC Economics -

The COVID-19 pandemic is setting provincial government deficits on course to surge more than
six-fold this year to almost $63 billion.

Every province will see a material deterioration in its fiscal position.... We generally do not foresee
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any major problems with the financing of heftier deficits in the near term. If anything, liquidity
support from the Bank of Canada will ensure funding channels stay open and funding costs
remain manageable.

[It must be noted that RBC is one of the institutions of the financial oligarchy that will benefit
greatly from government borrowing. RBC not only lends money to governments throughout the
imperialist system of states but also profits from organizing sales of government securities. TML
Ed.]

The federal government's programs to directly support individuals and businesses in need total
more than $230 billion (10 per cent of GDP).

Provinces handling of the health emergency and rollout of their own financial support programs
will run in the billions of dollars too. British Columbia ($5 billion), Alberta ($7.7 billion), Ontario
($17 billion) and Quebec ($18 billion), for example, put forward historic action plans. Clearly
governments are seeing enormous spending pressures that will take a heavy toll on their fiscal
position.

[RBC estimates the total federal and provincial spending on financial support programs to be
$315 billion and growing. To put this in perspective, total expenses in the 2018-19 federal
budget were $347 billion. TML Ed.]

Recession Delivers a Massive Blow to Government Revenue

Yet the expenditure toll could pale in comparison to the shock that's pummeling government
revenues. The COVID-19 pandemic has triggered the most sudden and deepest recession we've
ever seen. All but two provinces (British Columbia, and Newfoundland and Labrador) will
experience their largest-ever single-year economic contraction, according to RBC Economics'
latest Provincial Outlook update (see excerpts below).

This will ravage household and business incomes, and severely affect governments' major
revenue sources. We expect personal and corporate income taxes, and sales taxes to fall markedly
in every province this year. The revenue decline could be in the order of $3 billion in British
Columbia (-6% of own-revenue), $6.3 billion in Ontario (-4.8%) and $8 billion in Quebec (-8.6%)
based on historical sensitivity to economic growth.

Oil price collapse: a punch to oil-producing provinces' gut. Newfoundland and Labrador, Alberta
and Saskatchewan face even more dramatic declines due to their dependence on oil royalties. We
estimate the plunge in oil prices will slash those royalties by at least 40%. That's not even taking
into account production cuts that are likely to occur in the face of a glut in global inventories.
Including secondary effects on other parts of the economy, the energy sector tailspin could
subtract more than $8 billion (or close to 20%) from revenue in Alberta this year.

COVID-19 has completely changed the fiscal outlook for all provinces. There will be deficits
everywhere in 2020-2021. Big ones in the case of a couple of oil-producing provinces. We see the
shortfall reaching close to $2 billion (7.0% of GDP) in Newfoundland and Labrador, and $18
billion (6.4%) in Alberta or more than double the government's $6.8 billion projection in its
February budget. Saskatchewan's lesser reliance on oil royalties will moderate its deficit to around
$1.5 billion (2.1% of GDP). Ontario's relatively fresh $20.5 billion deficit projection (dated March
25) looks a little optimistic to us despite nearly $5 billion in contingencies built into the estimate.
We believe it could exceed $21 billion (2.5% of GDP) .... We expect deficits of the order of $5
billion in BC (1.8% of GDP), $13 billion in Quebec (3.0%), $600 million in New Brunswick
(1.8%) and $800 million in Nova Scotia (1.9%) .... Our $1.5 billion projected shortfall in Manitoba
(2.1% of GDP) will completely deplete the province s rainy day fund.
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Provincial Debt Will Grow a Lot Faster

Funding the big jump in deficits this year will require a substantial increase in debt issuance. That
process is already underway with many provinces tapping the funding market repeatedly since the
middle of March. We expect the increase in provincial net debt to more than triple overall this
year.

We don't see higher debt loads impeding provincial governments' ability to fulfill their growing
borrowing needs in any material way. In a precautionary move, the Bank of Canada recently
announced it will purchase up to $50 billion in provincial bonds in the secondary market with
remaining maturities of 10 years or less. This will be in addition to the provincial money market
purchase program it launched earlier. These moves should ensure liquidity in provincial funding
channels. All provinces can presently borrow at historically low interest rates which will help to
contain the rise in debt service costs.

COVID-19 Recession Deepens Fast from Coast to Coast
-- Excerpts from RBC Provincial Report

The mind-blowing 1 million job losses recorded nationwide in March far exceeded anything we've
ever experienced. What's more disturbing is this is likely to pale in comparison to the losses that
will be reported for April. No region of the country is being spared from the shock. We have
downgraded our provincial growth forecast (yet again!) across the board in light of recent
developments and dynamics currently at play. We now project all provinces will slip into a severe
recession this year....

The economic impact of COVID-19 will be widespread across the country irrespective of the
number of cases in each province. This is because social distancing orders are in place everywhere
and are directly disrupting big chunks of each provincial economy. Highly impacted industries like
retail trade, transportation services (including airlines), education, arts and recreation, and food
and accommodation services generally account for roughly one-third of jobs, and 20% to 25% of
provincial GDP. Large portions of these industries going offline for a period of a couple of
months would easily subtract between 3 and 4 percentage points from growth right off-the-top in
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most provinces.

Business closures, massive layoffs and drastically reduced working hours for those still employed
generate additional knock-on effects for other sectors leading to further job losses and deepening
the economic contraction. The end result will be for 2020 to mark the steepest one-year decline in
GDP for all provinces except Newfoundland and Labrador and British Columbia. The spike in
unemployment in March and April will catapult the jobless rate into double-digits in every single
province near term before gradually coming back down over the second half of this year. Alberta,
Saskatchewan, and Newfoundland and Labrador won't see single-digit unemployment again until
2021 at the earliest.

The outlook for oil-producing provincial economies is especially grim. The collapse in oil prices
already delivered a brutal blow to businesses in the sector. Unfortunately, we expect oil prices to
recover only very gradually over the coming year. Facing drastically reduced cash flows,
producers are slashing investment and employment, and trimming output. We project employment
to plummet by 440,000 in Alberta and 80,000 in Saskatchewan during this crisis. These represent
nearly seven times and five times the losses suffered during the 2015-2016 recession, respectively.
We see the unemployment rate surging to 20% in the current quarter in Alberta and 15% in
Saskatchewan both never-before-seen levels in these provinces....

The extraordinary policy measures put in place by all levels of government (by our count totaling
almost $315 billion to date just between the federal government and the larger provinces) and the
Bank of Canada over the past many weeks....

While much of the focus has been on federal initiatives, provincial governments have also
implemented substantial measures to help individuals and businesses through this crisis. These
include direct one-time payments to individuals in self-isolation or whose jobs have been affected
by the pandemic, as well as bill and student loan payment deferrals. For businesses, some
provincial governments offer emergency aid to help with liquidity ($2.5 billion in Quebec), loan
guarantees, as well as deferrals of a range of taxes from education property taxes to sales tax
filings. Other provincial measures include direct support to hard hit industries like tourism and
hospitality (BC for example is dedicating $1.5 billion to economic recovery efforts). All levels of
governments and the central bank have indicated they're prepared to do more if needed.

(To access articles individually click on the black headline.)
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