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The transition points

To estimate the potential earnings
losses from gapsinlearning paths

in Canada, we focused on three of
the major disruptive transition points
inanindividual’'swork cycle: 1. the
move from education to work; 2.
unemployment due to redundancy;
and 3. displacement caused by

new technologies.

Havingidentified these three key transition points,
we estimated the number of affected workers, the
average duration of job search, and the average
wages forindividuals at each stage of the work
cycle. Based onthese data points, we assessed
the potential earnings loss at each transition

point. For Canada, we drew on publicly available
datasets, mainly from Statistics Canada, as well
asvarious academic papers, reports and surveys
by organizations such as the OECD and World
Economic Forum (WEF).
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1. The transition from school to work. Canadian
students canundergo the transition from school
towork at various stages: when graduating from
secondary school and directly entering the
workforce, orlaterin life when graduating from
college, university or other third-levelinstitutions.
In addition, some students leave before
completing high school. In2021/2022, about 9%
of students who had entered Grade 10 two years
earlier failed to graduate from high school.

Excluding the pandemic, Statistics Canada shows
Canadian grads now face anunemployment rate
of 11.2% — the highest since the mid 1990s'. Even
more problematic, 24% of Ontario grads could
notland ajobintheirdegree-associatedfield
within three years?, delaying careers, stalling
earnings, and straining an already tough entry
level market, leaving many questioning the long-
term value of theireducation.

2. The transition from one job to another.

We focused oninvoluntary job separations such
asredundancies, where individuals are least likely
to be preparedfortheirnextrole, as they are not
usually the ones that have instigated the change.
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3. The potential reskilling required due to
automation disruption, where individuals need
tofind anotherrole because a significant portion
of theirtasks have been automated. We used an
OECD methodology to identify the roles that will
seethe greatestimpact from automation-related
technologyinthe future, and Faethm data forthe
wages of occupations affected by automation.
By impact, we meanjobswhere alarge proportion
of tasks could potentially be completed by some
form of technology, to the point where ahuman
roleisnolongerneeded. Unlike the first two
transitions whichrelate to current transition paths,
the automation transition costsrelate to current
andfuture automation paths that are likely to play
out overanumber of years.

Page 2



Lostin Transition

Canada’s Economic Opportunity from Closing Gaps in Learning Paths

Findings

Based onthis approach, we estimate potential
annual transition losses of circa CAD 146.2 billion
forthe Canadian economy, representing about

4.8% of annual Canadian GDPin2024 (See

Figure 1for a breakdown of the transitionlosses

by transition point.)

CAD 146.2 billion

annual transitionlosses

Most of this stems from the potential risk of
disruption by automation, with CAD 111 billion in
earnings atrisk as automation technologies—
such asrobotic process automation, large-
language-model chatbots, agentic Almodels and
autonomous mobile robotics—require individuals
toreskillforchanged or completely new tasks

Our analysis canillustrate the potential boost to
earnings from measures thatimprove learning
paths for Canadian students and workers. For
instance, reducing the length of time it takes to
reskill due to automation disruption from 18 weeks
to 10 weeks wouldyield additional employee
earnings of CAD 50.8 billion

Figure 1: Breakdown of potential transition-path earnings losses for the Canadian economy,

by transition point (CAD billions)
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Abachelor's degree orhigherearned
$61,600. Apost-secondary credential
came next at $45,600. Meanwhile, a
high school diploma earned $30,2003,

The average duration of unemployment
following ajob lossis 21.9 weeks* —
more than four months. This means
significant financial strain and emotional
stress formost families. It's a strong
reminder of why we must build more
effective reskilling and job-matching
pathways to shorten this gap.
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Involuntary job exits Automation disruption

Figure 2: Annual earnings by education level
for 25-34 year olds (CAD thousands)
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Additional context

Education-to-work transition pointsin Canada
are complex andrepresent significant pain

points forindividuals, employers and the broader
economy. Canadais somewhat unique in that
many graduating high-school students do not
immediately go onto post-secondary education
but instead take some kind of formal schooling
gap over the subsequent sixyears. A study

of 2014/2015 graduating students in British
Columbia, forexample, found that only 57.9% went
immediately on to post-secondary education, but
that this proportionrose to 80.9% within six years.®
Ourassumptionis that most of these high-school
graduates entered the labour force first.

Another challenge relates to early (high-school)
leavers.In2021/2022 the on-time graduationrate
was 84%, while the extended graduationrate (i.e.,
alsoincluding students who took an extra year
orlongerto graduate) was 91%.° These figures
relate to the particular cohort of students who
started grade 10 several years prior to 2021/2022.
More generally there is a significant group of
15-24-year-olds in the population who have
dropped out of high school at different points—
thisis sometimes called the “status drop-out
rate”. The proportion of the population aged 20-
24 who don’t have a certificate, diploma or degree
of any kind, not even a high school diploma, was
7.8% in2021. For our analysis we used the more
conservative on-time graduationrate, butitis
likely that this underestimates the transition costs
from early schoolleaversin Canada.

Ouranalysisrelates to all students in Canada,
regardless of nationality. Canadainrecent

years has seenalargeincreaseinthe number of
international students studying at tertiary level,
which more than doubled between 2010 and 2019
(from142,200 t0 388,800). In 2020 there were
138,588 international students who graduatedin
Canada, or 23.48% of the total.
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Etmanskireports that 83,300 of these
international 2020 graduates were stillin Canada
in2023.8International graduates remainingin
Canada have somewhat lower employment and
median earnings outcomes, as well as generally
poorer alignment betweenjobs and qualifications.
We have not adjusted for these effects, but they
suggest that our estimates of transition costs are
likely to be on the conservative side.

Further considerations

Our estimates are generally conservative,
as we have not factoredin other transition
losses. Forexample, some workers would
like to work full-time but can’t find a full-
timerole; others may suffer from a “skills
discount”—thatis, they can’t find ajob
that fully matches their skills and thus earn
less. Inaddition, according to the OECD,
Canada has a significant proportion of 18-24
year olds who are commonly referred to

as “NEETs”"—young people who are ‘Notin
formal Employment, Education or Training’.
In2023,11.3% of Canadian young people
fellinto this category.? Additionally, overa
quarter (25.5%) of young Canadians ages
15-24 who are NEET have neverheld ajob.!°
We have not quantified the earning losses
forthis category, asitis likely there would
be some overlap with the estimates for
early school leavers.However, the presence
of significant numbers of NEETs again
suggeststhat our estimates are likely on
the conservative side.

In addition, our calculationis based on
anindividual’'s earnings. Thisis useful as it
reflects theimpact on people—we believe
thisisimportant because of the role that
skillsand employment play in anindividual’s
wellbeing. However, itis worth noting that
atthe macroeconomic level, the loss—or
potential opportunity—frominterventions,
is even higher.
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The Jobs on the Front Line of Automation

Since 2019, the number of Canadian jobs exposed
to Alhas surged108%", intensifying concernsin
aworkforce where 56.1%'" of businesses already
reportemployee skill gaps. This pressureisn’t just
onserviceroles; Oxford Economics notes rising
unemployment forrecent graduates in technical
fields like finance and computer science, where Al
is highly proficient®.

Crucially, entry-level positions — such as
marketing analyst, research assistant, orjunior
developer — are increasingly vulnerable to
outright replacement. As agentic Al evolves,
firms may bypass hiring some entry-level staff
entirely, fundamentally reshaping early-career
opportunities across sectors. This accelerating
shiftunderscores anurgent need for proactive
reskilling and workforce adaptation.

Jobs highly exposed to Al have seen
78% more skillchange (3.6 vs. 2.0) than
low-exposure roles’. In plain terms,

Al-heavy jobs evolve almost twice as
quickly, demanding new tools, methods,
and knowledge.
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