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INTRODUCTION -

The faollowing pages contain a detsiled compilarion gf Canadian -a.nd-'kaeri::an
econgriic and indusirial statistics. This dat3 was organizsd by Data Resources of
' Canada (DRD for the Department of Extemal Affairs with the imtention of revealing
the cofT-~competitiveness betwesn the two coumtries for majer indusoy groupings.
Tae selecsion of industriss and related data was predicated on the overall objeciive
af having the report serve as cne input into the Canadian government'ds qurrent
review of Canada-lJ-3. oade policy. In partcular, i this policy review encompasses
glans for reduced Tade barriess; there will be 2 critical ne=d o distinguish which
seciors will be more severely impacted By inersasad comoetition. These
contemplated policy issues helped o reduce the choics of indusories under
evaiuarion to goods-produding se<tars. :
Zefore work Segan on the projess, [t was agrzsd that no interoretation, analysis of
sausality or Sehavicural hypotheses testing would bBe included in the repors, The
emphasis i3, rather, on a graphiczi/numerical comparison of cedt mezsures. As such,
mast af the work ;ﬁn*:“-'ﬂ,tr_ated on building the underlying data Sass and checking the

comparadility of different coneepis and squrces of nformation.

Secton T of the report, "Mathodology — A General Overview™, provides an outline
of the appreach taken 1o Teate compdrable cost dara far e two countries. The
subsEqusnT "In&um Aralysis™ secHon presents c:-rnpa:is:?ns @i maresial and ladaur
cest2, indirscr Taxes, and cagitii-rsiated meszsures for e2eh industry M Questicn.
Numericzl detzii and decumentasion angd an i=depth review of data siurdss and

methadaliogy s contained in the agpendices.

Theaughout the report, the reader should bear in mind that many difficult made-ofis
and-aporuximations are nvalved when making both international and inter-industry
cost comparisons. Perhaps first among these s the aggregation progiem that ngt
cnly affe=is this report, 2ut will also aff=dt the whoie process of bullding a aew
national trace palicy. Thaere iz sfss the (syue of data definitdons and comoarability
hetyes Sountries. For these and gther reasgns, tie ntacoestazion of the aumbers
must necessarily be partizl and Umited. The foliowing discussion of methodolagy is
imtended t0 raview thase matters cmesfully, SUs 25 Sriefly 35 ossibie. 5o a3 w




provide the reader an oppor LRIty to objeciively review the findings in the report.

Hmwﬁi‘ﬂ‘ustanding these caveats, the current analysis, and previous work of this
nature, allows Data Resources to offer the follawing study as an Important
contribution to the policy review. The authers believe that the analysis reveals key
areas of strangth and weakness in Canadian industry. In general, the resuft conflrm
the overall perspecrive that Canadian industries were aperating in 1934 with costs
that were 10 to 20 per gent higher than those: faced by comparable Armerican
industries Before accounting {or the effect of the exchange rate. The depreciazion
of the Canadian dollar refativé to the U.5, dollar after 1976 has provided a
significant advantage to domestic producers, rna.king mast industries mare cost-

competitive than their .S, counterparts in 1284,

The relatively strong p}crsiﬁun of many Canadian industries in 193% is '3 recent
development and few (ndustries have enjoyed 3 consistent cost advantage far many
years. Rather most sectors showed a consistent [oss of comperitiveness, especially

before the exchangs adjustment, during the 1970,

Ancther gemeral observation' is that where Canadian Industries show a cost
advantage it is. more-often relazed 10 lower material costs {often lower snergy costs)
than o labour costs. Many industries show high and fising labour costs relative to

.5 indusiries.
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Civen these concerns, and extensive research on data availability, it was decided to

proceed with an analysis of the following 25 large industrial sectors and five

selected sub-groups:

1)
2)
3)
&)
5)
6)
7)
3)
9
10)
1)
12)
13)
14)
15)

17
18)
19)
20)
21)
22)
23)
26)
25)
26)
yop!
28)
29
30)

Agriculture

Forestry
Fishing, Hunting & Trapping
Mezal Mines

Mineral Fuels

Non-Metzl Mines & Quarries

Food and Beverage industries

Tobacco Products Industries

RL;bber & Plastics Products Industries
Leather Industries

Textile Industries

Kaitting Mills

Clothing Industries

Wood Industries

Fumiture & Fixture Industries

Paper & Allied Industries

Printing & Publishing

Primary Metal [ndustries

Metal Fabricating Industries
Machinery Industries

Transportation Equipment Industries
Electrical Products Industries
Nen-Metallic Mineral Products Industries
Petroieum & Coal Products Industries
Chemical & Chemical Producs Industries
Iron and Steel

Synthetic Textiles

Motor Vehicle Accessories & Parts
Pulp and Paper

Metal Stamping, Pressing & Coating



,

For each. of these 3G industries, cross-counTy comparisons were made for:

1) material ¢osts l;

2}  labour gosts;

3) incirect taxses;

4)  interest payments; and,
S)  depreciation.

This was done by cre=ating historical "unit cost” measures for each of these factors,
defined as nominal-dollar expenditures for each item in each vear divided by
constant-dollar (157135) real output for the industy in question. It Canada, mest of
the data was taken from the Input-Cutput (1-0) tables prepared by Statistics
Canadaz. Current- and constant-dollar [-O tables itemize ocugput for 191 industry
groupings and summarize all of the related costs of doing business. These include
purchases 'of materials; outlays for wages, salaries and supplementary labour
income; and payments of direct and indirect taxes. Creating unit-cost measures in
this manner allowed us to get a handle on exact expenditures Made by each industry.
They reflect the fact that an incustry may buy goods at discountad priges, purchase
imported as well as domestically produced materials, and use a different mix of

L]

inouts than comearasie U.3. indusiries.

Canadian [-Q data and corresponding US. information prepared by the ULS.
Department of Commerce is available on an establishment Basis. The estzbliishment

s defined as the smallest operating unit wiich producss as homogeneaous a set of

ocods and servicas as possible, czzable of reporting all elements of basic industial
g 1 T T
chemiczals and packaging

dara. 5o, for example, if a company produces doth raw

materialy, it would bde classified in two separste industry groucings on an

estahlishment basis.

Sings Canada 1-O daiz is not avaiiable for capital costs, it was necessary 0 use
Statistics Canada ¢orporate @x staustics in this area. The use of interest and

! Material costs include Tansportation and stocage, uytilities, communication
expenses, advertising erq.

2 For a mare detailed descripsion of [-0 tables, se= the Appendix page A2.

-5-
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depreciétiah values from ¢his source makes it important to use care in interpreting
the resuits on the study. This is due 2o fact that these capitai-related measyres are
collected on a "corporate” rather than an "establishment” basis. A corporatien is
classified in its entire*y to a singie induswry, even if it is e:"\gaged in a variety of
industrial acuvities. Unfortunately, this creates socme difierences in accounting for
Ccosts in some industries. Similar US., data used in the study is measured on an
establishment basisz. While these matters were outlined as a concern from the .
beginning, the data that follows reveals an encouraging similarity between U.S. and
Canadian data on interest and depreciation costs. This similarity plus the fact that
these costs are’ a relatively small part of the totals, suggest that important
infoermartion can be added o the analysis on the capital side.

A series of daza definitons and manipuiaton issues are also relevant. While in
general the study-team trisd to follow the Standard lndustrial Classifications (SIC's),
it was often not possible to build on a consistent base. In almast every case, this
would be due to-the larger U.S. economy and the fact that more and different
products are produced there. While much d.rne. was spent in wying to asceartain that
U.S. and Canadian data were collected from comparable industry groups, in the
final analysis it is likely that the industrial groupings are not exactly homogeneous.
One mitigating consideration is that the thrust of this repcrt is an inquiry into the
unit costs of producticn and that these are intended to reflect the costs of industrial
processes. Insofar as Canadian and American industries use similar processes, the
unit cost analysis will still offer the derived "competitiveness” interpretation.

In the case of both Canadian and American data, industrial detail is only available
up to the 1980 to 1933 period. Sincz many related data sources are availabie to
1984, most measures have been extended forwardc. In general, this process involves

3 For some industries the misallocation of corporate data with establishments
makes comparison of interest and depreciation costs unreliable. For this reason
there are no such comparisons for Mineral Fueis, Transportation Equipment and
Motor Vehicle Parts and Accessories

Interest and depreciation payments in Canada are only available to 1932 and
were not extended beyond this date.,

-6 -



using early data con production techniques and more recsant daza on prices.
Procuczicn techniques are generally captured in the "ﬁ:ged proporions” modei of [-O
systems. In this {ramework, the rato of eonstant-dollar inputs to constant-dollar
cutputs reflect the productivity <f, say, materials and labour used. The unit cost
measures shown in the next secten combine producivity and price data. Tnat is,
they reflect both changing prices and changing utilization rates for the inputs. In
mest cases, the process of extending unit <osts @ 1984 combines wended or
canstant productivity measures irom 1980 with a rslevant aggregaton of price/wage
measures. Special atiention was given 1o measuring unit labour costs, as recent
data doés allow a more carsful gresentatien cf tabour productivity. Indeed, the

combination of the 1982 recession and the 1983-34 recovery providss imporzant

changes in this area.

The Teatment of indirect taxes was 2 challenging and useful additien. Canadian
datas was collected for total indirect taxes and indirect taxes net of subsidies.
Although this laser subsidy measurement might ‘be useful for purposes of
negotiating wade protection measures, several data limizations made it impassidle
1o present this informartion. Not only was it difficult to obiain comparasle Canadian
and American data on subsidies sy induszy, but the data that was available was only
updates tc the 1980 tw 1982 time-irame. While the extrapolation of indirect taxes
1o 1984 did not seern liksly tc vielatz any known tax changes, the authers felt less
able 1 support an assumpticn that the structure of subsidies has remained
unchanged in both countries Jver the past few y=ars. Examinadon of the resuls and
a check of data sources alse showed that U.S. ¢ata on indirscT taxes includes
royalties whiie Canadian datz does not inciude this measure.

Consideration of the prec=ding ramarks will help the reader to understand that gr=at
care must be taken in aggregating the various input measurss. Cne cear ctjective
of the study is to arrive at 3 single neotal nit cosT” measure for each incusTy tased
in a commen CT=NCY. Af<m=r consideration of al of the above issues, it is the
authors' view that total <osT defined as the sum af material, labour and indirect

taxes s the more appropriate measures O Use.

While chis caveat may be disappointing, it is wvocthwhile o note that more resears
"may be worthwhile in <his ar=a. U.S. analysis by Daza Resources Inter-industy
Geoup has grepared user Cust of capital measur=s for a set of U.S. industries that

.
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roughiy correspend to the 30 used here. Comparable Canadian measurss mighs be
built in fairly short order. The "user cost of capital" concept is 3 more market-
based cost measure than the analysis attempted here. Interest and depréciation
payments are mare-of 2 return. o capital already put in hiace, while the user cpsrt
measure looks at the cost of the nex: incremental unit of capital o be added.

The following section now draws same conclusions from. the many unit cost Mezsures
presentad. Tnese conclusions are basically static, as they capture qnly the relative
positions of specific industries up to 1984 and make no allowance for ovarall growth
gr technological change. These last factors may prove to be of considerabls
impartance n the future. Nevertheless, in the authore’ view the unit cost
comparisciis affer a realistic aggregate picture; of the cost-competitiveness of LS

and Canadian gogds-producing sectars.
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NDUSTRY ANALYSIS

4

This sectian provides an indep™ review of the different cost sorucrures facing
Canadian and American. producsrs gver e (371 to !?E-'J-— period for each of the 30
goads-groducing industries n quastion. To make cross-country comoanisons easier,
four pages of graphs ars presentad for each industy. The first page depices u.nitl
casit {or sach of the individual inpues: materials, labour, indlrect taxes, intarsst
paymends, and depreciation. in addizien, two measures of otal costs are neluded:
he sum af materials, labour and indirect taxes, and the sum of all mputs i.im:iudh':g
This latTar measure is labelled TOTAL on the graghs.

i

. . g )
mnieres: and desraciation”.

Wher mention [z made In the text to total unit gosts, it vefers o the sym of
materals, labour and indirect tazes enly. As distussed aarlier, tha authors viaw this
19 be 2 more axact Measure 9f coxis given the disdrepancies that exist betwesn
corparatian- and establishmenr-based datm. Vhen reference is made to thares of
" totat unit cosis — for example, material costs account for 50 per <ent of mtal ¢osts
— all costs are included in the calculation. Glven the number of cost conceps under

consideration, Two graphs are prasentad for azch counoy o0 avoid over—crowding in

e diagrams.

———— P re—e e m s m e o -

The secaond page shows e same information, But on an exchangs—rat=-adiusted
basis: .35 costs are sipressed in Cansdian currency, and were cgnvertad from U.S
| dollars by muluplying the unit cost’ measurs by dle average annuzl value of the
Canadizn/ U5, exchange -.-z_u.:::_ The discussicn of cost diffarences hetwesr tie two
countries for each of he inguis is basad on pre-exchange-rate-adjpusted valoes.
Glven the depreciatian of the Canadian dollar against the U.S. dollar fram 1975
oreards, all sxchange-rata-adjusiey cost profiles mave in Canada's faveur after that

+ime,

J [nterast and degreciztian £osis ars not included for the Pewoleum and Coal,
Mineral Tusls, Transpormtian and Metwoe Yehicls  Acosasacies and Parts
industries. See Apnendix, page ALY for a detailed explanation,

X
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The third page ilfustrates the differendes betwesn the Two countries of a total cost |

basis. Soth measures of total cost are included and are shown on both a pres and

pust- exchange-rate-adjust=d basis:

The final page depicts labour pmductivi-rys,_ which s shown as the ratio of Canadian
to U.S. productivity levels. A 100 per cent value wouid indicate thart productivity
leveis were the same betwesn the two countries in thar year.

6 Productivity Is not availabie for Fishing, Hunting and Trapping since ‘thersis no
employment data published for this secior.

=10 -



ACRICULTURE

Threughout the =arly 1970'5, Capadian farmers held a mgruismm cost- advantage
relative ta U5, producars on a pre—exchange-rate-adjusied basis, This was
principally due to the fact that unit matsrial costr in Canada, which historically
accounted for over 73 per cent.of total expeéndituras, were anywhers from 13 0 39
per cxnt below US costa . While both countriss experienced substantial ingreases in
unit matarial costs from 1972 o [974, the increzse in US. expenditures ovar The
thres-year peripd was higher: 85 per cent versus 52 per ceat in Canada. This left
' Canadiap material costs 23 per cent Dalow .S, levels [n 1373,

This advaniage. begaﬂ":u diminish in the mid-1970%, however, and in 1931 domestic
material cosis had jﬁmpe«:l 25 per cent abave U3 levels. W 1388, Canadian goses
indreased 3y & per gent, while similar U5, costs £all by almest 22 per cent. ThHis
lefz Caradian matarial costs 67 per ¢ent higher than US. lavels 2t the end of the

sericd.

Capadian umit labour cests; which acesunted {or appreximartaly 1 1o 12 per cant of
total expenditures in sach year, wers-higher and grew mare ramdly Than =milar U.S,
cests ever the perisd. The average annual growth rax,e? was &.% per cent im Canaga
compared to 7 per czar in the U.5., lezaving domes: tc cosw 36 per gent above ULS
costs by L9834 Labour praductivity in Canzda was very low comparsd o the 1.5,
fluctuating hetwesn L2 1w 52 per c2nt of US. lavels over the period.

U5 unit intersst payments grew at 2 phenomenal rate after 1978, acoounting for 123
ser cent of total U5, cosm in 1924, In 1932, the last year of availabie Canadian
interest—rate dara, Camadian it payments wWers &7 par ceznt baiow ULS, levals,
Howeayer, this facter andy acoounted for 3.6 per c=nt of fotal Canadian costs in that

YEBI-

7 1a avaid Paving an endpoint cutlier w=w the <afculatien of average annual
a

grawth, the calguiatden was dased on 2 Least Squarss regression againgst a
monotonically inoeasing series callad TIME,

- 11 -



The Canadian dollar improved Canada's position after 1976, and, on an exchange-
rats-adjusted Sasis, domes:c farmers were cost-competitive until 1980, In 1584,
hewever, total unit cosis for Canadian producers still rernained 32 per cent above

U5, favels.

- 12~



FORESTRY

Although tgral unit zasts:ior the U.S. industry fluctuared above and delow Canadian
levels over the 197%%, U.S. producers held a distingt <ost advantags over te eariy
1980 {pre~exchangewrate~adjustment). This was the resuit of rofe ranidly
increasing maserizl costs in Canada from 1930 w [982, and substantiaily higher
labour-costs frem 19230 w0 the end of the period.

Historical expendityres cn hese two items as a shars-of total expenditurss diffsred
substantially Setwesn the. Twa countrias. in Lesz?‘, Canadian material and labour
costs feoresenied approximaiely 81 and 32 per cent of total unit gosts respeciively.
In the U.5,, it the same year, they accounted for 72 and 13 per cant of t37al costs
Thilé domestic unit maserial custs remained delaw similar U.S. gosts in most yaars,
ey increzsad at a much {zster pace fram 1920 oo 1982, aliminacding all of ':;.'-‘ sosy
advantage for domestis producars by 1332, Canadian costs grew at a much more
moderaia pacs gver the last two years of the interval rf:?ati've: e UE coses,
however, and by 1934 wera-clase to |9 ner zent belgw U5 leveis,

Canadian unit lakour costs werz far higher than those I we U5 throughout the
entire periad, despite the fzqr thar Canadian oroductvity lavels wers 90 W 10D per
cent of U5, values fram 1973 cnwards. The worst year for domestic praducers was
1575 when unit labour c9sTs wers thre= times as high as these in the U5, That was
alsn the vedr i which lakour groductivity levals dropped wo aboyt JZ per S2ot af e
U.E, valua. 3y 1984, Canadian unit 2bdur casts wears 51l 28 per ¢=n® above LS,

sxpanditures

Unit nteresy and desreciation gpayments acsounted for approximataly § per 2ent of
total costs ini Both countries in 932, Canadian unit gosis in L322 wers |5 ser cong

higher than in the U3,

8 Sihge Canadian intassst and desreciation dazz is only availabie ta 1982,
Canadian shares af otal costs are Aot avaiiaple after this Time. '

-13 -
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On an exshange.rate-adjusted.basis, Canadizn producers were gomeodtitive [n every
year from 1973 onwards except [332 In 1284, Canadian costs were 24 ger cent

belaw 1.5, levels

- 15 -



FISHING, HUNTING AND TRAPFING.

This industry maintained a substantial ¢ompetitive edge over the UJ. sector fram
1971 = 1931. By the end of the pericd, however, total unit cots in Canada ware &

per cent abave US. levals,

Unit mararial cousts acesunted for 57 per cent of iotal Canadian casts and 72 per
cent of total U.S. coats in 1932, Throughout the 1370%; Canadian unit materiat
SUSTs were on average 57 per cent below U.S. expendirures. This cost-gap began 9
narfow after 1930, however, and by 19358 Camadian unit matarial costs- were 23 ger

cone lower than in the 1.5,

Canadian wunit labour costs were significancly higher aver the antire geriod,
increasing 1o a level of 274 per ¢ent abave 1.5, casts by 1934, The average annual
rate of increase irom 1971 19 1984 was [l.] per c=nt In Canada, campared to 4.2 per

cemt i The .5,

‘Unit interest coits plus demrediation increased by 33 ger cent'in Camads from 1_955.

te 198! accounting for almest 9 ger cant of total domestic expendittires. In 1983,

Canadian costs in $histarea were 30 per cent higher than in the U.S.
On @ exchange~cat=adiusced  basis, domesnc producers were mer®  cot-

eompetitive than U.S. praducars aver the entire pericd. [n [58%, Canadian taral unit

- gosts wers 2% per cent belaw US. levels,

- 15 -



METAL MINES

Total unit costs for the Canadian Metal Mines industry were 25 to 30 per gent balow
those for the U.S. throughout the [370%s. Although demesiic preducers maintained
their cost -advamtage in all years sxcept 1983, the cost-gap between the two
countries narrowed over the [53%'s, and by 1934 Canadian unit c:asts were only 3 per
cent [ower than those in the U.S,

In 1571, domestic wnit matecial costs were 42 per ¢ent below U.S, levels, They grew
at an average annual ratz of 1.9 per cant, hawever, compared to 2 rate of 3.6 per
g=nt in the U.5. While both couniries experisnged very large cost increases for 2
number of years, U5, costs decreased by 18 per ¢ent from 1930 to 138& while
Canadian costs jumped by €2 per c2nt durihg the same pericd. Consequently, unit
mazterial casis ware 22 per cant higher in Canada by 1986,

Although unit labour custs werw lower in Capada over the entire period, the
ai:!.va;ntage held by domestic producers began to diminish in 198! as Canadian costs
increased on 3 vear-gver-year basis by 17.2 per cent more than in the U.S, From
1952 1o 1934, however, Canadian expenditures % this ares decraased by 20 per csnt

» Gompared 15 3 2 per cent increase in the L5, This lef: Canadian unit labaur-é:s:s
32 per cant lower than U.S. cests by the end of the interval. Canadian labour also
_._ proved.ic. be more efficient than in the L.S. from 973 cnwards, with producTivity

levals that were approximately {0 per cent higher than in-the U,3. in (984,

While unit intersst payments -only accounted f:jf 6.7 per cent of total Canadian unit
costs in 1972, this share had incressed to 13.6 per cent by 1982 The averzge annual
rate of growth for domestic costs over this-peried wag 13.3 per cent, with [ncredibie
increzses being posted in 1981 and 1932 In 1582, Canadian unit interest payments

wers 28] per cant above U.S. levels.

On an exchange.rate-gdijusted basis, Canadian producers maintained their cost
advantage -throughout the pericd.  Although cost differences berween the two
countries began 1o narrow from. 1931 to 1983, Cinadian costs were suill 35 pes cent

below 1.5, expenditures in 1384,

- 18 -



MINERAL FUTL3

The Canadian Mineral Fuels seqtor has been at a total cost disadvantage relative to
the U.S. industry singe 1975, Fasger rates of growth in both unit matesial and

FE=1 3

labour costs over the pariod raised domestic casis to 4 level of 37 per cent above
U5, cnsis by 19384 (pre~exchange-adjustment).. ‘

Unit material sosts acgounied for 65 per gent of total input costs in Canada and 3%
per cent in the U3 in 19232, While marerial costs grew at 3 rapid pace .gver the
intarval in the U.S. {with averige arnual growth of 153 per gent), they inceased
even more dramatisslly in Canada (with average annual growth of 207 per cemth
By 1984, Cznadias unit marerial costs were 30 per cant higher than in the U5,

Unit labouf zosts at_::ouﬁted,fur 12 and 23.5 per c2nx of total {acuor gasts.in Canadz
‘and the 1.8, respectiveiy in 1932, Qver the 1970, damestic it labour costs wers,
on average, JO per cemt below U5, lavais, While bath countries sxperienced very
high incTeases in this area throughout the perisd, the average amnual rate of growih

in Canada {1971 1o 193%) was LI pec cent higher than in the U.ﬁ- Hhile domestic
produc=rs retained their competitive advantage aver fne entice peridd, the Cost=gap
narrawed from 1930 onwards, v particulas, in 1983 and 198% wnlt labour sosts
declined in 9oth countries, Buz by a more significant amount in the U5, This lefr
domestic cos's only 28 per c=nt belgw US, levels in 1984, Canadian labaur was very
productive relative to labour in the 1.5, over the 1370z However, efficiency rates
had dropued o about 90 per cent of the U5, leval by 1921, and only increased

gracdually over the r=m ainder af the inTerval.

Uniz gross indires: mxes acosuntad for 12,6 per emnt oof total US costs in 1982,
compared to enly § ger emat in Canada. Unit tax gayments escalated dramatically
in she US. in L1980 and 1981 (212 and Li6 zer cent respectvely gver the previgus

-

Roweves, and by 934 wers 80 per z2nt higher than umilar Canadian paymernts.

year). They {211 aporoximately 22 per cent in each of the fpilowing two years,

On an exchange-rat=-adjusied Dasis, this sector was slightly log:zcost-competitve

tham the US. sector.inn 19383 and 324,
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NON-METAL MINES AND QUARRIES

Total unit costs for the two countries wers fairly comparable wntil 1977, when
Canadian ¢osts rese L2 per cent above U.S. levels {pre-exchange-rate-adjustment),
Domestic producers remaiped at a =ost disadvantage for the temainder of 4he
period, and in 198% faced total unit costs that were almaost 13 per c=nat higher than
in the U.5.

Unit matarial costs, which histacically accounted for approximately 50 per cent of
total input costs in the two countries, increased at ap -ave‘ragé annual rate of [2 ger
cent. in Canada compared to 10 per cent in the U.S, While &nmﬁﬂc casts tended to
be lower over the early 1970's, they were 7 and 3 per cant higher in 19230 and 1931
respectively. A large 13 per gent decrease In U5, matérial costs in 1334 brought

Canadian expenditures 46 per cent above U.5, levels in that year-

Domestic unit labour gosts, which aczounted for approximately 35 par cent of oral
Canadian ¢osts each year; were below US. levels gntil 1975 when several years of
shenamenal cost growth eompletely eliminated Canada's competitive pasition in this
area. By 1983, unit labour costs were 22 per cemt higher than in the U,5. This
situasion reversed In 1984, when Canadian costs declined’ 17 per cant white
camparable U.5. costs increased 1.5 per cent. This laft Canadian unit labaur costs
9 per cant lower than 1).5. costs. Canadizn labour was extremely sfficient, pasting
productivity levels over the period that were two to five times as high as in the .S,

Canadian unit Interest payments [ncreased %29 ger gent from 197% 'to 1982,
rapresenting 7.3 per cent of total costs in 1932, While the average annual care af
growth for comparable U.5. pavments was also figh over the same period, Canadian
costy were 237 per cent above these in the US, in 1982, U5, expenditures in this
arsa only accounted for 2.5 par cent of total costs in that year,

Unit depraciation payments in 1932 accounted for 2 per cent of total input costs in
Canada and 11,3 per cent in the U.S. In 1932, U.5, payments were 14 per cent

higher than in Canada.

On an exchange-rate-adjusted basis, Canadian total unit costs wers lower from 1573

onwards and were 3 par cant below U.5, levels in 1384,
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FOODAND. BEYERAGES

The Canadian Food and Béverige industry lost lts competitive edge in {975, and
tatal unit costs continued 1o fise dbove U.S, levals throughowt the remainder of the

the period. 3y 1935, they werm 27 par cant highes than in the US. (pre—sxchangs-

rate-adjusted).

Unit material cgsis represanted aboyt 30 per Cent of wotal casts in both countries

sver the gericd. ¥hile domestic producers held an advantage in this area in the
early 1970's and wers faicly competitive-from 1975 ta 1373, relativaly higher grawth
rates were posted:for Cafadian material costs from 1573 odwards. The average
arinual rate of growth dver the entire period was E;E-pef cent iv Canada compared 0
8 per cznt in the US. By 1384, unit material costs in Canada wers 34 peér gunt
higher thar in the U.S.

Domestic unit labour susts wers consistently above US, levals thoaughaout the entire
pffind; Tre cost-gap betwesn the two countries’ Zantinued o expand every year,
and by 1923 Canadian unit labour ¢osts were 65 per cent rhighe:: than in the U.S. In
1984, however, U.S. costs increased by 33 per c=nt compared to a 1 per qent
increase in Canada, leaving Canadian costs only 16 per 2ent above LS. levels.
Canadian labour was |ess produgtive than in the US.  throughout the period,

ﬂucrua:ing aizhin a range af 35 to 80 per cant af U.S. values.

Canadian unit ifterast payments ihiTeased much more dramateally than in the U.S.,
Bt asroumitad for less than 3 per cant of total gosts in Soth dountries in [382, LS,

tax payments were significantdy higher than in Canada threughout the period, but

Like interest paymenis, only resessented 3 small perticn of total cosiz 4 Soth

Sountrises.,
Qn an exchange-rats~adjusted basis, cusis were brough: more in loe berwesn the

Two gountries aftze 1376, In 198%, the Canadian industy held a sight gost
advaniage, with wotal vnit casts [.3 per c2nt lower than thass inthe U3,
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TOBACCO PRQDUCTS

This sector was very costacompetitive over the entire pericd, particulariy from 1982
onwards, In- 1934, total unit costs were 23.7 per cent belaw US. levels (pra-

exchange-rate—adjustmenth

Purchases of matarials accounted for aporoximately 75 par cent-of total input costs
in.Canada and 62 per ceat in the US. in 1982 Canadian expenditures in this area
were highsr than in the U.S. until 1982, when cost incTeases bezan o moderate in
Canada, but continued at doudl=~digit rates in the' V.5, By 1934, U5, costs wers 23

per cent above domestic cogts.

Unit labour costs historically aceounted for appraximately 20 per cent of total costs
in Cznada and 10 per cent in the U.5. Canadian costs were consistently higher than
U.S. costs throughout the interval and in 1938, U.5. producers had a 23 per cent
advantage in this area. Canadian labour productivity was very low relative tw the
1.5, over the whols period and was only S0 per cent of the ULS. level in 1334,

In 1982, unit tax payment accounted for 13 per cant of total cnr;u in the L.5. 2nd
less than L per cent in Canada, Costs were substantially higher in the U5, aver the
sntire-period and by 1984, UsS. unit fax paymants were 54 per cent higher than

Canadian levels. - C e

On an -exchange-rata-adjvsted basis, the Canadian industry was in a very favouranla
position- from 1977 onwards. In {984, domestic producers.held a7 per c=nt cos:

advantage aver the .5 industry.
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RUBBER AND PLASTICS PRQDUCTS

This. idustry was more competitive than the U.S. indusTy until [920, after which
time domestic coxts exceeded U.3. lavels by approximatsly 3 19 1J per <enr (pre-
exchange-adjusted). ' |

Unit mazerial costs increased significantdy in 1974 in ,I:J:dth cauntries (37 per gent in
Canada and 38 per ¢=nt in the U.AS.) and bagan to escalals 2gain in 1579, Canadiem
enst ananges from [979 to 1320 were more. pronounced than in the U.S., however,
‘and fram 1920 10 198] domastiq cost in¢reases wers-3.3 par cent highar than il the
1.5

Domastic unit labour costs fuctuated zbave and below U.S. lavels until (981, afzer
whigh time they remained abeve U.5. casts untid the =nd of the pariod. From 1979
= 1~§3'2, costs increzsed by a rate of 57 per cent in Lanada versys 13 per cant in the
4.5, raising Canadiin labour costs 23 par cent above ULS, levels in 1932, .Canadian
unit labaur costs decrsased in 1983 and 1924, hawever, [saving domestic sams only &
per ¢mnt higher than these in the UL in 1534 'Ce.n_adlanl labour productivity
contined to improve ovet the period, and Yy [984 was-zlmast at the same leval as
in the U.5. :

Unit gross indirect tavas wers suhstantially pigher in = U3, over the entize pericd,
But caly sccounted for 2 per ceatr of totat U.S. espenditurss in [58%, Canadian uniz
depresiation payments grew at 3 much nighsr rase than o the UL, but accourited

fera very small portian 9f tomd wnit coess o both countries.
On an exchanga-rate-—adjusted basis, the dormestic indusTy maintained a favourable

east position dhiroughou?t the entirs pariod. In L9234, rotal unit costs were 13 per c2nt
beiow 1.5, lavels,

-2l -




LEATHER INDUSTRIES

This $actor was at 3 distinct cust disadvantage over the entire interval; particularly
iram 1932 onwards {pre-sxchange-adjusted). The average annual rate of growth
over the [97] ic 1784 interval for total qosts was & per cent in Canada and é.6 per.
cmnt in the U.S. In 1984, Canadian costs exgzeded US. levels by almost 13 per cent.

Unit material costs accounted {or about 60 to &5 per cent of total costs in both
tpuntries. Domestic expenditurss in this area were shave U3, levels from 1973
onwards. Whils both countries axperienced sharp increases in 1%72 and (979, the
average annual growth raie aver the eéntire pericd was 2.4 per zZ=nt higher In
ifa.nada. While. Canadian casts increased moderately in 1922 (5.3 per cent), LS.
expenditures declined by 6 per cent that year, leaving Canadian costs clese 1o 25 per
cent above U.S. levels. U.S5. costs continued to decline in 1983 and 1984, giving U.S.
producers a 8] per cent advantags by the end of the peried.

Unit labour costs were about liﬂ-per g=nt above U.5, levels in the early 1230's. In
1984, however, Canadian ¢osts declined by 10 per cant while similar U.5. costs
‘ingreasad by a rate of 42 per cent. This gave Canadian producers a 30 per cent cas?
advantage over their U.S. counterparts.  Although relative Canadian labour
productivity was low in the early part of the period, it had incr2ased to over 90 per
gent of U5, values by 1984,

Canadian uniy interest payments rose dramatically from 1979 o 1981, and were 785
per cent higher than similar Ui payments in 1222, Mowever, these gasts only
accounted for 1.5 per canr of toral Canadian costs in that vear.

After adjusting for the exchange ratz, Canadian producers were cosi-competitive
from L5738 to HHe end ai the perjod, with costs 13- per cent below those in the US.
in 198%.

hee



TEXTLE MNDUSTRIES

The Canadian Textile indusTy was very cost-campetitive an 3 total-cost basis {pra-
exchange-adjustment) uitil 1977, Cost diffarences betwenn e two countries began
wy expand after that-time, and by 1984 Caradian costy were 28 per.g2nt above those

o the U5,

Domeste unit material costs (which on averagse accounted for approximately 63 per
cant of total.outlays in Qanada and. 73 per cent In tia U.3.) rasmained substancially
balow U5, levels until the latter half of the 13705 The average annuil rate of
growsh over the =ntire period was 2.3 per cent higher in Canada, howaver, and, as &

resuit, domestic e::_pm’dit_uresh‘: this area wers 2 ger cent above U5, levels 5y 1984,

Uriir labour gosts in Canada remained above those n the U3, and graw at 2 mucsh
fastsr pace over the antife period. A large <88t Increase in Canada in 1982,
combined with a 20 per c=nt cost decline in the U.5 In 1923, brought domestic uniz
labour costs 123 per cent above U.S. levels by 1983, Relamive Canadian labour
productivity deelined from 1979 anwards and was less than 70 ger cent of the U.5.

—t—

lavel in [ 285,

Comestic unit depreciation payments ware (05 per cent higher Tige- those n the.

U.5. in 1932, and domestic unit interast payments werz 278 per cent higher. These
Two 20813 gcombined acoountsd ler 8.7 per gant &1 total Capadian exXpenditures in

1932,

Cn an axchange-rats—adjusted basis, Canadian producses wers eost-tampstitive in
all vears and total unit <05t for the domestic ndussy Vere 4.2 ger cent lower than

in gie U5, by 1934,



ENITIING MILLS

In the first half of the 1970's, total unit costs for Canadian Kpitting Mills were in
the range af 4 to 1% per cent pelow those in the .5: costy {pre-exchange-raie-
adjustment).. Canadian preducers not only lost this advantage In 1976, but the cost

diffarence bertwesn the Two counmTies continued to increase after that time, By-

1985, total unit. costs for domestic manufacturers were l§ per cent above U.5.
levels.
vs historically aceounted for about 63 and 30 per

ely, as compared 15 20 and 13 per cent ‘in the

erage 23 per cent lower for domestic produces

Canadian marerial and [abour €%
cent of tatal expenditires respectiv
.5 Llrn.ij:f material costs were .on 3y
thegughout the 1970'. Canadian unit material costs grew at an average annual rate
of 5.3 per cent, howayaer, compared to 2.9 per cent in the L).5,, significantly erodin_g
this advantage by the end of the Interval. ‘

Canadian unit labour ¢psts remained more than 100 per cent dbove U5 £0sTs
throughout the entire period. Canadian labour In this sector w=s not as efficient as

(5. labour; domestic labaur productivity was less.than 30 per cent of ULS.. levelsin

L9884

While overall grawth in taxes and depreciation payments was relatively small n
Canada compared to the ‘U.S., interest p,q.ymentﬁ in both countries increased
substan:ially aver the pefied. Interest payments accounted for less than 3 per cerit
of total costs in Canada in 1982, however, and only [.3 per cent in the U.5.

On an exchange-raie-adjusied basis, Canadian producers maintained a o=st
advantage In all years excegl 1976, with total unit costs being [4 per cent below

U.S. levels in L9345,
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CLOTHING

Canadian Clothing manufazciursrs have faced higher twotal ¢osts sings [37% (pre-
exchange-rate-adjustedl, While domestic progucers wers cnly af & ;7 per casnt
disadvantage r=lative to U.S. producers in '[974, wtal unif costs were 23 per cunt
higher by 1384, This was due 1o the fact that Canadian sxpenditures for labour -and
materials gréw at average anmual rates of 6.6 and 7.3 per cant respectively over this
seriod, 38 campared o rates of 4.7 2er cent for both catagaries in the U.3.

Unit interest payments Zrew at a rate cf" 233 par gmnt-in Canada and 220 per c=nt in
the U.S. from 1578 tb 1932. In 1982, they aczounted for 2.9 per ceat of total

Canadian expandituras comparsd 1o 1.3 per gent In the U3,

On an sxchange~rate—adjusted basis, Canadian producsrs held a3 § per cent advaniags

gver the U.5. industry in |934.
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wOOD

The Canadian Wood industry was at a total cost disadvantage relative 1o the U.S..
sector over tha entire peried, although the cost-gap betwesn the two countrias

flucruated substantially from year to year.

Total ynit matarial costs accountad far approximataly 64 per cent of total fagrar
input casts In both countries in 1982, Changes in this area were quite ervatic aver
the period, with very large increases being posted in some years and negative growth
octuring in others. The average annual growth rate was appraximately 9 per cent in
bath countries, and Canadian costs were 3.8 per cent above U35 javels in 1934,

Unit labour costd increased ‘at an average annual cate of 7.6 per cent in (anada
compared o only 4.5 par cent in the U5, leaving domestic unit labour costs 33 per
eunt abgve these in the U.S. In 1934, Canadian labour productivity improved aver

the years and was slightly above the U.S.cate in 19384,

U5 unit depreciation payments were 27 per ¢ent above those in Canada in [9%2.
They deciinad by 1€ nar cant In (943, hewever, and by 1924 aceounted for less than

% per cent of total U.3. costs.

On an exchange—rate-adjusted basis, Canadian producers held an 13 per cent cost

advantage (0 1984,
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FURNITURE AND FIXTURES

After {973, towl unit costs (pre-adjusted) for domestic p;'adutzﬁ wers nlgher, and
grew at a fzster pace, than thase in the LS. Taowl Canadian expendirures grsw az
an average annueal rate of 3.5 per cont over the interval, compared to 5.8 per csnt in
the U.5., giving U2 producers a 16 per cent cost advanizge by 1986,

Matacial and labour <osis agcocuntad fof closa to 95 ger gzat of wrwal input costs-in
beth cpunwries, this daminating te-pictuce. Coss. jor both c2isgaries wers above
V5. levels from 1974 arwards;sin [983, Canadian unit magerial costs-wers |47 per
sent higher than in the .S, The difference betwean the twe counTies was only 9
per cant in 1985, however, 25 U.5. costs Increased 1.8 per cent in Mas year

compared o 3.3 ser cent in Canada.

Unit [abour £osts inarsased at an average annual rate over the period of 3.1 per &znt
in Canada comgared 0 5.3 per c=nt in'the i1.S. By 1932, Canadian coss wers 34 per
cent above US. levels., The cost differences between e Two counties decreased
ahe {ollowing . =ar as Canadian labour costs declned by 3 per cent comparsd @ a
decline af 1.5 per c=nt in she U.5. While costs [n both countries continued to fal in
1984, these in the U.S, fell by a larger amount, making unit labour cests in Canada
31 per g=nt higher than in the U.S. in tat year. Canadian labour producTivity
Impraved aver the period, rizing from appraximately &3 per <2nt of U3, levels n

1571 w close 1o 35 per cent in 1934,

Unit inter=st payments wer= suhstantizlly higher in Canada iroughout e entirs.

iriod (544 per cant higher In 1932); and incr=ased at a much faster pace. [ [J3Z,
intecest ¢usts accounted for 3 per cent of toial Tianadisn cost wilile rspresenting
less Than | per e=nt of totl costs in the ULS.

 On an exthange-rate-adijusted basis, Canadian producers had lower total unjt casts

than the L5 industy in 1783 and 1935, In 1924, domesticicasts were ‘1.2 ger cenl

helow 3. levels,

-7 -




PAPER AND ALLIED INDUSTRIES

Total costs (pre-exchange-rate-adjustmant) for the Canadian Paper and Allied
ingustry weras higher than comparable U.5. ¢osts over the entire period. Purchases
ol materials representad the largest expenditure category in both countriss,

accounting fof approzimately 63 per cent of total ¢osts in Canada and $5 per gent in -
the US. in 1982, Canadian material costs were, ant average, 30 per cent higher than
U.5. costs aver the 1970's. The difference between the two countries narrowed
somewnat in the early 1980's, however, and by 1984 domestic costs were &9 per

cent above .3, levels.. -

Uniz labour costs for the Canadizn indusoy were much lower than those in the U,
throughout the period concerned, aithough they [ncreased at an average annual rate
that was 1.6 per cent higher than in the U.S. In 1984, Canadian producers still held
a 37 per cent ¢ost advantage in this area. Canadian labour efficiency rates were
very close o the U.3. levels from 197! to 1373, Productivity fell significantly,
hewever, from 1573 to (973, and did not reach U.S. levels again yntil 1980, Over
the early 1980%, Canazdian productivity levels fluctuated between 0 to 10 per cane

below U.5. values,

Cn an exchange-rate-adjusted basis, total costs were § per cent below U.5. values in

1324,
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PRINTING. AND PUBLLSHING

Total unit costs were very similap hetwesn the Two counwmies (pre-exchange-rate~
adjustment) until 1331, when 'Canadian marterizl and labour gusts began o incrsasa
more rapidly than these in the US. Unit material 2osts, which accountsd for 51 p&r
cent of ol input cosis in Canada and 40 per cent in the WS i 1332, were lgwer
for domestic producsrs gver the eniire pericd. Both counTies experieaced high
increases in wMis drea in 1974 (of approximately 20 per ceat) and again in the [979
1930 pericd {of 19 1o L2 per cent). Beginning in 157%, growth & Canadian material
cost began o sutpace that mn the US., leaving demestic amif matzrial costs eonly

7.3 oer cent below U5, levels by [935.

Unit lahour costm ingreased significantly in both countries in 15738 and {375, ang
again in Carada in 1381 and 1922, In 1571,.Canadian unir lzbour costs were gnly 5
per cant higher than in the U.S, while by 1583 they were 34 pear ce=nt higher.
Canadian costs declined by 6.7 per cent in 1924, however, bringing demestic gosts
within 2 per cent ¢f U8, levels. Canadian labour productivity improved steaddy
ovar the [370's, elimbing frym about 85 per cant of the U5, value in 197) t gver
35 p=r cent in (320, Canada lost graund in his area over e nest few years,

7 emr it g ———

howevar, and relative productivity did not begin to improve zgain untit 1983,

Bath cauntriss sxperienced high increzsas n oter=st and depreciztion fates i the
late 1570 and earty [930%: In 1932, total nterest and depreciation chargss wars
50 per zent higher In Carada whan in the U.S. These charges acoounted for 7 per

cent af teval Canadian z=s7s, and 5 par dent af ol U5, cosm, In (932,
On an exchange—ate—adjusted Sasis, Canadian produc=rs had a total cost advaniage

after 1976, Im 1333, wtal unit =25t for domestic oroducess wers 31 per gant

Below L3, layeld,



PRIMARY METAL INDUSTRIES

Total unit cdsts for Canadian producers (pre—exchange-rate-adjustment) were highsr
than U.S5. expenditures from 1975 onwards. This cost disadvantage began to increase
in 1930 and by 198% Canadian total unit ¢osts were 22.8 per cent higher than U.S,
levels.

Growth in unit material costs was fairly erratic in both countries over tt;e sntire
period, although Canadian costs remained nigher thdn .5, levels after 377, In
1974, material casts increased by Z7 per cent in Canada and 3% per cent in the U5,
Similar increases were postad in 1579, bul growth slowed substantiably in bath
counTies from 1931 onwards, The average annual rate of growth over the period
was |0.Z per cent in Canada compared 1o 3.8 per cent in the U.S., bringing demestic
costs In this area 12.6 per cent abave U5, expenditures in [985.

Changes in unit labour costs wers also fairly erratic over the period with large,
doubje—digit growth rates being posted in a number of years in both coumtriss:
Canadian unit costs remained above ULA. lavels throughout the entire pariod,
however, and became significantly higher (30.7 per cent} in 1982 when custs jumped
by 25 par cent over the previous vear compared o an 3 per cent increase in the UAS.
Canadian labour ¢osts declined in (983 and 1984, however, and were only 26 per cent
above U.5 levels by the end of the period. Canadian labaur productivity flucruated
at levels betwesn 60 and 73 per cent of U.S. values aver the entire period.

5. unit depreciation payments increased significantly frem [979 onwards, groiing
by 4 par cent from 193] 1w 1982. Canadian depreciation cates alse increasad
rapidly, although not quite as dramatically as in the U.S. Unit interest payments in
hoth ¢ountries grew rapidly frem [I79 o 1982, increasing by 93 per cent in Canada
and 57 per cent in the U.5. Unit interest plus depeeciation payments in Canada were
13.6 per cent below U.S, levels in 1982 accounting for 6.3 per cens of total domestic

expenditures.

Cn an exchange-rate-adjusted basis, Canadian producers were competitive from
1977 onwards with costs 6 per cant lowes than in the US. in [98s,
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METAL FABRICATING INDUSTRIES

Canadian produgers wera competitive i this industry witil 1976 (pre=exsnangs—rare-
adjustment), when cdsts moved close o par with U.S. leyels far 3 pericd of several
years. In 1979, total unit costs in Canada jumped by L7 per cent, becaming 3 per
cant higher than thass in the U.S, This cast-gap continued to widen untll 1523, whan
total Canadian unit ¢osts were |5 per cent higher than in the U3, Improvements in
domestic material and labour eosts eventually heloed to reducs this upward climb,
and 3y 1934 Capadian costs wers anly 9 par cant above. U5 levels,

M'ﬂ’:dugh bath indusiTies expefienced high inareases i wnit material costs in 1974
(32 per cent in Canada and 33 per cent in e U.3.), Canadian costs czntinued o
" grow ar dauble-digit rates in L8735, 1979 and 1980. As 3 resulr, by [984 wmal it
materiz] costs for domestic manufactursrs wers 3.5 per ¢=nt higher than in the

U

Caradian uriz lahour costs wers below .50 levels gver the antirz peried, Sut
Canzda's cost advantage diminished significantly in 1932 when domesiic wiit' labour
Costs inereasad 1% per gzat over the previous year comparsd with a 5 pe" g=nt rate
af increase n the W.S. -Canadian coss showed moderate growth n !533, bt
declined oy 1% per cent in 1984, leaving Canadian umit labour cosis 26 per ce=nt
Below U3, leveis, Canadian [abour productivity incressed from aoprozimaraiy 55
per c=nt of the US. value in 1971 @ over &5 per cent in 1381, Canada’s pesiticn
then deterioratsd for severz! yEArs, hut:Canadian mroduetivisy levels ware back o

25 per gent 3f e U5 value in 1984:

Canadian umit inter=st payments more than Tipled from 1579 @ 1932, whils in
comparison UJS. paymentss increased by 63 per cznt, Intsfest payments only
sccountsd for b par cent of total expenditures in Canada in 1932, however, and as
such 4id net dramatically affect the indusoy's competitive oosition.

On in exchange=—ate~adjusted basis, Canadian producess wers cost-competiiive in
all yezes excmar 1975, In 1336, Canadian total wniil cosw wers Mper c=nt lower

than tase in the U5,
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TRANSPOR TATION EQUIPMENT

Canada's Transpartation Ecuipment indusTy was very wncompetitive from [F7]
1578, with 1ol dnit costs being in the range of 27 44 per gEAT higher than U.A0
levels. In 1977, this situation began io reverse, and from 1979 enwards the Canadian:
sector was it A4 competitive advantage with respect w VA producers. In 1985,
total unit <usw in Canada were 1§ per cent below thoss in he V3.

Unit material costs, which acoounted for 72 per cent of ntal costs in beth countries
in 1922, were mueh mere yolatile n e U3, and increased a7z a much nigher cats
avar the pefied. In 1997, in partigular, U.S. wnit material <osis graw at an
incradible rats of 77 per cant aver the previous year, The average: annual grawth
Fate was 9.2 per cent in Canada as speosed w 15.7 par cent in the LS. Asa rssuls,
Canadian costs went fram being 90 per cent mare expentive than U3. gasts in {971

" to .3 per cent maore axpensive in 1334,

Canadian uniz labour costs rose substantially from 1979 o 1937, but then fall by 23
and 12 per cant raspectively in 1983 and. 1284, ULS. labour casts showed similarily
Righ rates of growth, and on average increased by about | per cent mars per year
than Canadiin costy. Domestlc producsrs held a swong advantage in this ares
thraugheyt the sntire pericd, and costs wars 4.5 per cant below U5, lavelsiin (934,
'Ca.nadian labour productivity improved significantly from 1332 t [984, and was
slightly above the US. value by the end di the intarval

The exchangs-raie adjustment further improved tha simazion foc domestic
producers, and in 198% Canadian dosts fac this (ndusTy were 3 3per c=n: below US

COE TS



ELECTRICAL PRODUCTS

Although Canadian producers enjoyed lower costs from 1971 to [97% in this industry,
expenditures grew at a much faster pace than in-the US. after ﬂia.; time. By 1977,
dumestic costs were 5.5 per cant above these in the U.5., and by 1334 they were 23
par cent higher (pre-exchange-rate-adjustment,

Unit material costs rose sharply in both countries in 1974 {21 per cent in Canada and
20 per cent in the U.5.) and again in 1979 {14 per cent in Canada and 12 per cent in
the U.5.}. On average, however, Canadian unit material cost increasas wers 2 per
cant higher per ysar than in the U.3., and by 1938 domestic costs were 79 per cent
above U.5. expenditures,

Cn the labour front, Cansdian unit cests wers below U.5. costs unril 1977, They
then began to fluctyate si.ight;ky above U3, levels (J per cant range) until 1922, when
they increased by a rate of 13.7 per cent more than in the US. This raised domestic
casts 19 per cent above U5, levels in that year.  Canadian 1,u;nit' labour costs
declined in 1983, however, and Increased by only 4 per cent in 1983, leaving unjt
costs only. 16.5 per cent zhove those in tHie V3. by the end of the period. While
domestic lahoyr productivity was Zlose to the U5, level in 1980, relative afficiency

- rates gropped dramatically over the next few years leaving Canadian preductivizy

about 35 per cent of the .5, value in [984,

In 1982, U.5. depreciation. costs were 4| per cent higher than in Canada, and they
continued o grow at 3 very. fast pace until 1933, They accounied: for § per cent of
wral U.S, costs i 1332, and 3 per cent of totsl CUanadian fosts.  Unit interest
cayments were substantially higher in Canada than in the U.5. ffom 1976 snwards
and by 1982 were 337 ner cent above LS. levels. However, they only accounted for
3 per cant of total Canadian costs in [932.

©On an exchange-rate basis, domestic producers were cost-competitive in every year

axcept 1976and 1983 In 193-1;,:Ca.nadl,an wotal uruf costs wers 5 per cent lawer than
in the L5,
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NON-METALIC MINERAL PRODUCTS

Tawl uriit sosts for the Canadian ndustry were jlighzly more Shan 10.per cent below
U3, cosss for the first sart of the 1 970" This dewreased o2 5 per cent advaniage
In. 19775, and far e next several years costs were very comparabis betwesn e -f:'ﬁ:ra
caunries. It 1982, hawever, US. producars began o gain 3 compedtive edge and
by the end of the pericd held a § per cent total gost advantage. This was principally
due o the higher o5t ncreases in Canada for material inpues, which accounted for
535 par cwnt of twral Canadian costs in (982, The average annual mate of growth over
the seriod tor material inputs was |1 peér cant it Canada comparsd o F oer g=at oy
the U.S. By (934, Canadian costs-in this ar=a were 13 per c2at abave U5, levels

Uriit l:.bpi;'r costs wers lower 0 Canada until 1932, when domestic costs jumped by
{7 per 1:&11 compared o A more Maderats ncrease of 7 per cant in the L.I.S. Srowth
was negative i 1983 and very small in 1934; however, leaving Canadian costs 1] per
cent below U.S. levels 3t the end of the period. Relative labour praductivizy was
vesy good in this induswy, with Canadian levels being aver 96 per gman of ULS.
valuas over the entire peripd. Canadizn efilciency rates pesked in [920 a3 about §
per cant above the LS, level, 5ut had declifed 1O per cent by (935,

 Fhile Canadian unit interest payments only accounted dzr 2.5 per e=nt af mad cpstse .

in 19732, tis share had risen o §.7 per cent by 1932, Costs for this fagtor ingreased
dramatically aver Te (974 w0 1973 interval, and again from 1930 to [932. Fhile
U.S. cos™ alsy inereased shamply over s latler périod, they only acsounted for 2
per c=at of total S, expenditures in 1922,

‘O an sxchangewrals—adjusied basis, ‘the Canadian industmy was n 3 very favouwrabie
position over the entire intsrval and in 1938 had a @l unit cost advantage of ZZ

ar cent.



PETROLEUM AND COAL

Canadian producers were at a distinet disadvantage on a tetal ‘cost basis (pra-
exchange«rate—adjustrment} from [574% to 1979, and from 1932 onwards. In 1234,
wtal domestic costs were &4 per cant above LS, lavals,

Unit material costs, which historically accounted for close to 90 per cent of total
Coss 0 hath countries, grew at an average annual rate gf |2 per cent in Canada
compared to 16,7 per cent in the U.S. From 1331 to [934, U3, <osts in this acea
actually declined by 30 per cent, while Canadian costs grew by 25 per cent, -Bv the
end of the period, domestic material cosis were 65 par. cenz above U.S, lervais,

Unit indirect taxes grew ar a phenomenal average annual rate of 37.4 per cent in
Canada compared to only | par cent in the U.S. This reéflected the impact of the
Syncrude levy from [573 to 1980 and other charges that wers associated with the
National E.nevrgy' Program. Although they were 110 per cent higher than U.5. uniz
tax payments in 1284, they only representad 3 per cent.of total domestic Costs in

1232, ’ _ .

In an exchange-ratg-adjusted basis, the situation improved for domestic producers,
but tntal cnsts. still remained 21 ger cemtrabove US, levels in [9%5,
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CHEMICAL AND CHEMICAL PRODUCTS

Total cosis betwesn the Two dountries were fairly comparable uaniil 1921 when
domestic costs jumped (1.5 per cent abave L5 levals, By 1934, total Canadian

Costs were 25 per a=nt higher than t-the U3,

Unit material costs accountsd foe 73 per cent of total casis in Canada and £7 per
cent in the U5 in [3232. Qver the 1971 to 1384-period, the average annual grawth
rate in Caradian ynit material cost wag Li.6 per cent: comparsd to 9.3 per-cemz In

e U.S. By [93¢, umiz matsrial costs for domestic producers were: 36 der gent

ahove U S, costs.

Unit labour costs flucmated slightly abave and below U.S. levels throughout the -
1921 wa 1934 period, and by the end of the peric.:rd were 5 per cens lowar than those
in the U.S. Canadian labour sceductivity fluctuared berween 60 and 70 per g=nz of
U.S. levels gver most of the intarval, and was anly dbsut 65 per <=nt of the US.

value in 1922,

L.5. unit depreciation payments grew ar an dverage annuzl rats af 10,4 ger ce=nt
aver the peried. In 1332, they were 33 per cant above Canadian levels, They
aczounted far 4.7 per cenu gf totad Llf._.':':- gosis and 1.7 per cant of ofal Canadian

COSTS IR TS year.

Unit interest payments increased dramatically over the period in.bath eounties, but
“were 93 ner c2nt hugher in Carada in 1982, They actdunted for a2 very small share
el total T23%5 i sach Ccounty hroughout the perisd.

Afzer adjusting far the exchangs rate, Canadian costs wer= 4§ per ¢=nt below U5,

levels in 984,



IRON AND STEEL

Tha domestic lron and Steel industry was cost-Gompetitive with the U.S. iadustry
until 193¢ (pre-exchange-adjusiment). By 1938, toml domestic costs were 9 per
cent ahave thase in the U,

Unit mae=rial costs accounted for approximately 60 per cent of total factor costs in
hoth counsries in 1982, The average annual rate of graowth for this nput was 11,3
ner cent In Canada compared to 9 per gent in dhe US. While domestic material
-=osts were lower than U.S. costs for most of the 1970, this higher growth rate in
Canada raised domastic costs above U.5. levels throughout the 1[980%. Canadian
costs increased 5y 10 per cent from (98210 1?3&, while 1.5, costs only increassd by
3.3 per cent. This raised domestic costs to 3 level of 21 per cent above U.5.values

in 1935,

Domestic unit labour costs flucTuated above and below US. levels throughout the
interval. In 1933 and 1984, however, Canadian producers gained an advantags in this
area as domestic costs decreased on a vear-pvec-year Dasis by 1l per cent.and | per

cent respectively in each of thesa years.

Unit depreciztion payments increased dramatically in Both counties over the pericd
and were almast at the same level in 1332, Unit interest payments escalazted 32 2
much more rapid pace in Canada, however, and were l1% per cant above U.5.
payments in 1982. They represented less than 3 per cent of total costs, however,
and as such did not significantly atfect Canada’s competitive pasition.

On an sxchange-rate-adjusted basis, the Canadian indusgsy was moce cost-
competitive than the U.5, industry over the antire period, with total ynit costs being

18 per cent lower than in the US. In 1384,
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SYNTHETIC TEXTILES

The Canadizn ingustry was more Sast-Competitive than their VS, counterpart witid
1930 {pra-&xmmg:-adjusmenﬂ; Total casts were orly slightly higher San in the
U.S. in 1930 and 1931, but jumpad [1.2 per cent.above US. levels in 1982, This was
due to the fact that total unit matarial ¢osts ncreased by 5 per c2at in Canada in
tat year, while falling 9.7 per cent in the U.S. Total costs betwesn the two
countTies were brought back inmo line in [923, hewever, and wotal Canadian <oses

ware only 3 per-cant above UL, levels in 1985,

Comestic unit interest payments wers substantiaily higher than U.S. levels (137 per
s=n7 in [982) throughout the period and agoountad for 6.8 per ¢2nz of 1912 Canadlan
costs i L922. On the gther hand, U S. unit depreciation payments wers significantly
hugher than In Canads (100 per cant in 1982) and reacesentsd .5 per cent of tatai
U.5. costs in 1982, The share fall 1o 5 per cent of tomal costs by te end of the

period, howeyer, as U.5. depreciation payments-fell hﬂ‘}pmr cent in {943.

COn an exchange-rate—adjusted basis, Canadian produgers bHeld an advaniags

thragghout most of the period, with costs being in the range of 17 10 2.6per cant

Below LS. lavels from 1780 o L9350,

-39 -



MOTOR VEMICLE ACCESSORIE® & PARTS
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PULP AND PAPER.

The Canadian Pulp and Paper indUstry was at a cost disadvantage vis-g=-vis their U5,
soumternarts from 1375 enwards (pre-exchange-adiustment). in 1922 and 1983, total
unit costs for the industy wer= aver 25 per cent highsr than in the US. The cast-
f2p narrowed samewhnat in (983, however, leaving Canadian producers with tatzal
costx 20 per cant above those In the US.

In 1982, wit material costs acgounted for 8] per cont of total costs in Candda and
74 per cent in the U5, "Wnite Canadian costs in this area were [ower thas thesa in
the U.S. over the first part & the 1970%;,; they excesded U5, levels far the
remainder of the period. Domestic expendityres for this cazegary grew at an
average annual rats of 0.7 per o=at, comparsd o9 per cent in the U.5. oy 1384,
domestic ynit material casts wers 7 per cent above U5, |evids,

Unit labour =osts accounted for 2% per cent of twotal Canadian gqosts [n 1232 and 19
per cant in the U.5. Canddian producars were burdened with signifizanty higher
unit labour costs throughaut the entire period. From' 1920 two 1932, Canadian unit
labowr costs grew 225 per cent moce than U5, costy, leaving domestic gosts in 1932
32 per cent higher than in the 1J.5. Unit laboor costs for Canada dacrzased in [923
and increased onfy marginally in 193%, haowaver, leaving Canadian costs only 82 per
cent above U.S. lavels By the end of the pericd. Canadian labowr was alsa far lass
seoductive than in the U.5., and efficiency rates fell {rom 33 10 aporoximart=ly 65
per cmnt of 1.5, lavels aver the pericd,

Gznadian unit interest payments increased dramatically=in 19231 and 1983, and wera
299 per cent higher than US, cavments in 1282, acoounting isc 7 oper gunt of total
Canadian coets. U5, payments accounted for less than | per cant of total UL,
casts throughout the period: Domestic degreciation paymests wers £3 per canx
highes than thase in the LS. in 1982 and accounted {or 5.2 per zent of teral
Canadian ¢osTs.

QOn an sxchangs-rats-adiiusied basis, Capadian casts wers 7.7 par c2at |ower han
.5, zosts In 1584,

-] -




HMETAL STAMPING

Canadian producers were at a cost disadvantage over mast of the period, and 1otal
domestic unit costs began to incraase 3t a mueh faster ‘pace than in the U.S. from
1979 onwards [pre-exchargesadjustmentl. By 1985, domestic costs were 45 per cant
higher than US. levels due ta the fact that Canadian unit material costs increased
by 41 pee =ent from 1379 to 193¢ compared 10 a 19 per csnt increase in U.S,
rnhmria.l custs over the same period. By 1984, Canadian gasts in this area were 147

par cent abave LS. levels.

Unit labaur costs acsounted for 23 per cent of total factor costs in Canada in 1332
and 33 per cent in the U.5. Canadian ¢osts were 40 to $5 per cent below LS, levals
in all years except 1987 and 1983, This was due to the fact that U.S. costs
decreased by approximately 2.5 per cant in each of these years, while Canadian
costs incredsed By 21 per cent and 5.0 per cent in 1932 and 1983 resgectivaely.
Domestic cﬁsts for this inpur were once again about %0 per cent bhelow. U5, costs by
1238, due to the fact that Cznadian unit labour costs fell 20.7 per cent that vear.
Canadian labour was less efficient throughout the entire pericd, although demestic
productvity rates improved substant aﬂy over the [570' Hmaug-h Canagian
productivity fell sharply refative to the U.S. in the early 1930's; domesths rates were
close e 90 ger sEAt c;f.- *J';e U.5. levals by the end of the period.

Unit depreciation payments incrzased significantly over the interval in the U5,
leaving U.5. costs 45 per cent above Canadian levels in 1932, Depraciation
payments accounted tor § per cant of Total US. cosis in that ¥ear and snly L4 per

cent of total Canadian gusts.
Unit interast payments grzw much more rapidly in Carada, inceasing 66 per csnt in

1942 and bringing Canadian costs 126 per cent above 1.5, payments. This category
only accowunted for 3 per cent af total Canadian costs at that tme,

On an exchange-rate-adjusted basis, Canadian costs wers 1% per cant above LS

lavals in 1935,
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CANADLAN DATA DEFINTTIONS

Statistics Candda maintains annuzal, surrent- and constant-deilar Input-Qutput ([-3)
tables for Canada dovering the pariod 1361 to 1980: An [0 table provides a
structural picture of inter-industrial transactions-in the Canadian economy. The -
basic unit of .the table is a secior o industry. Sectors use products of other secTors
as inpuzs for their own manufacturing activity; these same sestors distribute their
products ‘either to ather sectors, where they become ibfpurs into addidonal
production srocsssas (known as intérmediate flows), of to a final consumer who uses

the product as is.
& three-sactor [nput-Output t2ble i3 shown below.

An lnput-Croput Table For Hypothetical Economy

Purchases (&) {5)
Final Gross
Demand Praduction
- Ineluding
(1 £2) (3) Housenald Commodities
Agriculrure  Manufacturing  Services  Consumption) Used Up
Agriculture . 15G.00 . 360.00 50.00 800. 40 0,00
Manufacturing 250.00 150.40 150.00 604G, 00 1,15G.d0
Services 20.40 120.040 53.00 500,00 750.00
Primary Inputs £20.00 530.00 500.00 1,500.20
{e.g., Labour)
Total Yalue. ,
of lnputs 5 900.00 1,130.99 4750.00 52,300.00

Total final demands listed in column (4} require the intsrmediate levels of production in
golumns (1} to (3} Reading across a row shows all the uses of the product. Reading down 2

column thows all the inputs required to make the product.

The columns in the table show the value of inputs {or purchases) used for that
sector’s oreduction process, and the rows list the value of outpurs, (that is, thar
sector's digtribution to ather sectors ¢ to final consumption). Each sector appears
twice In the @mble ~ once 25 2 purchaser and once as a seller. Since this is true, and
since any increase in output implies a correspending’ increase in ihputs, an Ihput-

--kz.-



Siitput tabie raflagts the [ntar-rzlagizmships of industrial activity througreut the

B INATTY.

The mables alsg include a sectign foar valus-added, defined 33 the diffsresdca herwesn
the value of the gécds produesd and the cest af the materials used in groducing
these goods. Actal Canadian =0 tables are in the form of 3 121 by 191 mawic
For each industry, dam is captured on the following: Lnﬁr-indu:trf purchases af

materials; expenditures on government geods and serviges; commedity indirect:

taxes; subsidies; other Indirect tazes; wages and salaries; supplementary labeour
ineomey net income of ynincorporated business: and, -¢ther operating surplus. With
the excestion of cavital-related measures, 2l of the Canadian data used in the study

ware retrisved from this source.
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Te make the data set more manageable, the current—dolar tables wars ra.

aggregated into a 37-sector economy.

. Table 1

Sec;tors Analyzed , Incusiyies Inchaded®

Agriculture . I
Forestry - 2
Fishing, Hunting & Trapping - 3
Metal Mines B =
Mineral Fuels : 3-9.
Mon-Metzal Mines & Quarries 10-13
Food & Beverage Industries , 16=32
Tobacco Products Industries. 33-34
Rubber & Plastics Products lndustriss 35-38
1. Leather industriss 39-42
il. Textile Industrices . 53-55
12, Knirting Mitld 56-57
13,  Clothing Industries 53
14, Wood Industries 3984
5. Furnitura & Fixture Industriasz B3-63
l&. Paper & Allied Industries 69-72
17. Printing & Publishing 7374
13, Primary Metal Industries 75-32

l + 13, Meta! Fabricating Industrias : 23-9]

Lol S

0 00 N

20. Machinery Industeies F2-935
21, Transportation Squipment Industries 96-102
27. . Electrical Products Indusities 191-110
23.  Norm-Metalic Mineral Products Incdustries 111-120
24,  Pewrsleum & Cozl Praducts Industrias 121-122
25.  Chemical & Chemical Produgts Industries 123=130

Contained In ReTDiefired Manoix

26.  Misecellanesus Manufacturing - i31-137
7. Constuction 138144
28.  Transportation & Storage 147-157
29. Comrmunication 158-160
ag. Elesmrical Power Utilities 18]
3l. Cher Utilites l&62=-163
32. Trade ) 4 [&4=1563
a3, Findnce, Insurance & Real Estate. 166170
36,  Education, Health & Business Services 171133
35,  Transportation Margins 137
36.  Otfice Operating, Lab. & Food - 135.12%, 183,191
37, Travel, Advertising & Promotion | 159-190

* Sae accompanying Table 2 on Aggregation Parametars
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A second marix (5 by 37) was crsatse for the five incusiny sud-groums: Iran and
$1mel; Synthetic Textiles; Matar Vehiclas Accessories and Parsi Pulp and Papary ang

Metal Stamoing, Pressing and Caating.



A, Total Material Costs

Total material eosts were caleulated for each of the 30 industries under evaluation
using the -0 data. A histerical unit material cost measurs was created by dividing
total nominal-dollar expenditures for materials in each year by constant-dollar
{19718} gross output for the overall industry. Since Cahadian dat Is anly available
to 1980, it was necessary 1o extrapolate material costs to 12%3. This was done by
accounting for both price and productivity changes.

Indusiry selling price indicas and proxies thereof were salected from the CANSIM
data base and the DR1 Cénadian medel dat base for.each of the materials used {see
Tables 3 and ). Where nedessary, these were re-based fo agual 100 in 1971,
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Tabie 3

Industry Selling Price tndes 19712100

SCURCE: STATISTICS CANADA HINI B3AS2, MATRIX 655 THRCCGE §74, 964

IMDOSTRY INDOSTRY SZ=LING PRICE INDEY 157iel00’
AGRICTLTIRE KA
PORESTRY XA
PISELTRAT HA
BETAL HINES HA
H¥IM FUELS Ha
OTHER HINING KA
POCODLEEV nsadool
ToBACCO D511200
ROBRER 0511504
LEATEER D513440
TEY KILLS D514500
E¥IT KILLS BElEEGU
CLOTEING DEl7s501
Woop IND Dsl31449
FPORMITORE 0523204
PAPERE D5Z4200
PRINTLZFUS DE27129
PRINARY MET bS527.00
EETAL PAZ. DE29404
HACE INERY D532900
TRANS BQUP BE15801
ELECTRICAL D537300
HON=HETAL 541440
PETECOAL D544004
CEEMICALS B545200
STHTE TEX HA
TULP&PADER DS 4201
HPTAL STHP Ds30301
BV 4 PARTS D536401
IROMaESTESL ps27ial

LA




Table &

Hiseellansesy Ganerated Prices

MISCELLANEODS GENERATED PRICES

GFCHPUZL

GPLON
GFPEDEZRAS

GFPIaR

GPFGR.
GPHEMISC
GFROQLYF
GPPRET:
GPTAD
GPTRES
GPTRADE
GFTRMAR
GPUTO

PAF
PCNST
PELEC
PPISH

PWMINTL
PHHINH

GENERATED PBRICE
GENERATED PRICE
GENERATED PRICE
GENERATED BRICE
GENEZRATZD PRICE
GENERATED PRICY
GENERATED PRICE
GENERATED PRICE
GENERATED PRICE
GENERATED PRICE
GENERATED PRICE
GENERATED BRICE
GENERATED PRICE

QFPICE,
TRAVEL,

10y a b -0 018

FRICE IKRDEX - AGRICULTURE

CONSUMPTION OF PUEL
CORMUNICATION

FDOCATION, HEALTH & BUSINESS
FINANCE, INSURANCE & REAL ESTATE
FORESTRY |

NISCELLANECDS WANUFACTURING

QFERATING, LAR B POQD

PRINTING, PUBLISHING & ALLIED

ADVERTISING & PROMOTION

THANEFORTAION & STORAGE
WHOLESALE & RETAIL TRADE
TRANSFORTATION MARGINS
UTILITIES, OTEER

AT THE PARM (1371=100}

PRICE INDEY - CONSTRUCTION INDOSTRY

PRICE INDEX - ELECTRICITY
PRICE: INDEX (C2I) - PISH

WECLESALE PRICE - METALS

WEOLESALE PRICE - HONMETALLIC HIQERALS

SOORCE: DRI MACRCECONCQMIC MODEL DATA BANE,

-Ald-
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.

Shares of each of the 37 marefial inpit purthases o ozl materizl exmendityres
were (Men galcylated 3y industry- The produgt of thase shares, multiplied by the
relevant industry selling price indie=s, were summed 0 priduce-a weighted matasial

price index for each industry. This was ser squal to 1 in 1980,

37

Peighted Material Price =X (1980 < 1) =  shareg, * price indexy,
jal g !

*w.here i = indussies | to 30

| = marerials Lo 37

Technical ceefficients, defined as rataos of total real material input casts o total
real output by industry, wers construcisd from the constant-dollar 1-0 rtables.
These coefficients, which reflect the changing cofmpasitien of material inpur usage
-agross. industries over time, were then regressed on an annual time wreand over the
period 1971 to 1930, Whers significant statistical reftationships existed, an equadian
was {ormed to project the coefficiants qver the 1321 o 1984 neriod. In all other
instances, they wers held constant az 1980 [evels. Al Jepeificients wefs then

transiormed inte an index number set equal @ 1 in 13350,

Gvar the period 1981 to [93%, unit material coss were calculatad by multipiving the
value gf unit material cosws In 1980 Sy the irdexed coefficient and the waighted

material price indax.

WETL

Unit Material Costsiy g9y =g 19gei  * WY Material Castsy (1930) * Indexed
g;efﬁ'dent{lj + Waighted Matarial Price

'md:;im

whers'| = inédusiries | o 30

-All -



B. Unit Labour Costs

QOver the period 1571 to 1320, univ [abour ¢osts for atl 30 industries were defined as
being the sumn of wages, salaries’ and supplementary labour intgme divided by real
gross surput (19718}, Supplementary labour income includes ermployer contributions
to health/welfare programs, U.LC. contributions, payments in kind, or irregularly ar
infrequently paid bonuses, ete. All data was sourced {rom the 1O tables.
In all but three cases, the teghnique used to axtrapolais these measurss gver the
1981 o 1986 interval first involved creating a péoxy defined as average hourly
parnings mulriplied by the number of emplaye=s (1o represent wages, salaries and
supplementary labour income}! divided by real £TO5s cuUTpUtL.

Average Number of

Unit Labour Cast ProXypy esy +0 (9g¢) = Hourly Earings,., *Ernpluymsm

Real Gross Qutput (19713 W0
where i = industries [ to 30

Average hourly earnings and .emplaymenf information was taken {rom the CANIIM
base [se= Table 5). Raal gross o:itpuf. was assumed to grow at the same r3te as the
corresponding real demestic product measure available in the CANSIM base (see
Tabie 8). Growth rates were czlculated for the groxy aver the {381 1o 198%period,
and thess rates were applied to the 1980 -0 unit labour cost measure o extrasolate:

the data to 984,

! Data an number of émployee heurs was not availanle.
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AGRICULTURS
PORESTRY
F1SBaTRAP
HETAL MINES
AIN FUELS

"OTHER HINING

POOD&IEV
TOBACTD
FOBEER
LEATHER
TEX MILLS
ENIT BILLS
CLOTE ING.
®OQD IWD
FORMITURE
PAPER&
PRINTRFUR
PRIMARY MIT
HETAL ‘FAD
BACEINERY
TRANS EBQUP
ELECTRICAL
HON-HETAL
PETHCDAL
CEERICALS
HAN-MADT PI
POLPaPADER
HETAL STMD
HVLPARTS
IRCH&ETEEL

SOURCE:STATISTICS CANADA MINI BASE,

QROSS DCHISTIC PQDDUE* CDHSTAH* 1571 PRTC‘S

Tabkie 5

1

e~y o e el —C o I e —

Dl4l1341

Dl4l842

Y e m———

2R3

D141943
P141943
Dl43829
D143832
D141956
D14196%
B141570
D141§73
D141375
0141378
D141979
D141383
D141987
D1l413389
D141993
D141596
p142001
2142007
D1420G9
D142016
0142023
D142027

p143857
D1419%0

Dl43gss

B143882
8141997

- Al -

D142629 - .

MATRIX 1

|
1
|
i
i
|
I
I
1
I
i

i

|

1

|



Tabie §
INDUSTRY AVG, HCURLY EARNINGS NO. OF EMPLOYEES
QLD . NEW QLD NEW

ASRICULTURE o DE249 s 5772029
PORESTRY NA L5383 p700100 L2
PISE&TRAP ¥A HA NA NA
METAL MINES D708381 L5587 D700104 L7
WIN FUELS - D708305 13593 D700108  Ll13
NON-HET HINES. B7098307 L5536 D700111 Ll16
POOD&BEV. D708314 LS670 D700118 13
TOBACCO D70832% L5681 D700134  L101
RUBBER D708331 L5423 D700136 L1083
LEATRER D708335 L5626 D700141 - 1106
TEX MILLS D708338 L5651 D700144  L11]
KNIT MILLS D708345  1S701 0700151 Ll2l
CLOTEING D708343 L5704 D700154  Liz4
WOOD IND D708352 L5609 D700138  L29
PURNITURE D708356 L5616 D700162 L36
PAPERS p708359  LST1l D700165  L131
ERINT&PUB D708363 L5716 D7Q6171  L136
PRIMARY HET D7083ES L5621 D700174 L4l
HETAL FAB p708371 L5629 D70018¢  L43
MACHEINERY D708380 L5639 B7U018%. LSS
TRANS EQUP DYHB8383 L5644 D700192.  Ls%
ELECTRICAL 070838¢ L5652 0700198  L72
BN~ HETAL D708396  LS651 D700206 L8l
PETECOAL D708400 L5721 D700210  Ll4l
CEEMICALS DT0B402 L5724 D700213  Ll44
MAN-MADE FIBRE D708341  LS&54 D700147  Lll4
PULPEPAPER D708360 L3712 D700167  Ll32
METAL STHMP D708375. L5633 D700184  LS3
MV LPARTS D708387 LS6438 D7001%6  L&8
IRCH &STEEL D708367 L3622 D700147 L42
SOURCE: STATISTICS CANADA MAIN AND MINI BASE

® D5249,

v+ 772020, EMPLOYED IN AGRICULTURE, MATRIX 2075,

OLD EMPLOYMENT EARNINGS AND HOURS SURVEY, AVERAGE HOURLY
BARNINGS (F EHOURLY=-RATED WAGE-EARNERS AND EMPLOYMMET INDEXES,
FATRIX 1432 & 1435

REVISED EMPLOYMENT, PAYROLLS AND HOURS SURVEY, AVERAGE HOURLY
EARNINGS OF OF EMPLOYEES PAID BY BOUR AND HUHBER OF -EMPLOYEES,
MATRIX 8003 & 8021

WAGES AND SALARIES, AGRICULTURE, FISEING, HUNTING AND
TRAPEPING, MATRIX 1792

LABCOR PORCE SURVEY
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Tabia 7
INDUSTRY (1} {2} {33 { 4]

AGRICTLTURE - D185830 D1S7186 D187412 D187638
FORESTRY pl85831  D1BTLBE?  DL87413  D18753%
PISHaTRAP D185332 D1a7188 DLBT4ld4 2137640
METAL MINES  DLlESB33 Dl87189 DLB7415  D1a7641
RIN PUELS D185334 DL1E7150 D187416 DL187642
OTEER MINING DL185835 DLB7131  DIB7417  D1B7443
700D D185836 DLl37192 DL87418  D1B7644
BEVIRAGES D185837 D187193 D18741%  D1E7645
TOBACCH Bl8583¢  DL87134  D187420° D1875446
ROBBER DLBS82% D187135 Dl87421  D187647
LEATHER D185840 D187196  D187422 D1B7648
TEX MILLS B185841  D187187 Dla7423  D18764§
ENIT MILLS  DLES842 DLa7198 Dl3T424  DLE7650
CLOTEING D185843 D1B7189 D187425 plevesl
WOOD IND D185344 D187200 DLB7426 DLB7652
PURN ITURE Di83845 DL87201L  DlE7427 DLETEI3
PAPERE D185846 D187202 Dla7428  D1R7654
PRINT:PUS D135847 D1a7203  DLlE7423  DLET6S5
PRIMARY MET DLBS848 D187204 D187430 D187658
METAL EAS D183849  Dld7205 Dpl37431 Dig7437
HACSIMERY p1a5850 DLA7206 DLR743%  plaTesE
TRANS EQUP  D185851  DLET207 2187433  DILATESS
ELECTRICAL 0185852 DLE7208 D1E7434  DLBTESC
RON=HETAL. DLE5853  D187209 DIBT43S  DLBTESL
PETECOAL D135854 DI87210 ©DlE743§ _D187562
CEZMICALS D125855 0187211 D187437  DX87663
SYNTE TEX 0143843 DLE7239 DLIT465  DLATESL
PULPEFAPER  D185902 DL87258 DL97484 D187710
METAL STHP D125915  DBI8T27L  DIBT4%7 D187723
¥V 4PARTS D1aS925  D127281 DL8TSdT  Dl37733
IRON&STEEL  DL8S903  'DlE7285  ©1874%1  DLEY7LT
FOOTHQTES :

(LiMATERIALS

(2} BOWD INTEREZST
(3} BOBTCEASE INTEREST
{4)0THER INTERAST

{3}7AX=S OTEEZR THAN DIXECT TAYIS

{6)DR2RICIATION

SOUACZ: STATISTI

COPRCPATE PINANCIAL STATISTICS

i "
i

($) ES}JI
DI87854 . DLEBOYC
D187865 Dl3a09
51g7866  D1ago 5;
pla7ss? D18809
B187368 D13803
D187865 nlaau‘si
D157870  D18303¢
D187871 Dl83037
n137872 DL1880¢%
DL87873 Dl sana’
Bia7974 DIEALE
DL87875  plgslal
0187876 D183L0
pl87577 plsaigd
D187878 D188104
Dle7a7y  DLBELG
5127280  DLE8L0
B187881 Dl88107
Dl§7882 D18all
D187883 nlaami
TL87884 D1E8811
D187885 5188111
D1E87886 D18811
n137387 ©D1BS11
D187888 DL8S1l4
D187889  DL8ELL
prg7ei? bl aaug
Di7936 D13alg
D187949 D18817%
0187358 nlaala!
D187943 DLl381é

CAMADA MAIM 3BASE, MATRIX 5113 TERCUGE 5265,
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U.S. DATA DEFINITIONS

Al U.5. data used in the study is coliected by the U5, Department of Commerce.
Quiput and employment information is complied by the Bureau of Indusirial
Economics (BIE). This data is -establishment-based and is consisten: with the
corresponding data usad for Canadian industries. Indirect taxes, interest payments )
and depreciation are alse establishment.based and comes from the Gross Produet
Origirating (GPO) Tapes complied by the Bureau of Economic Analysis (BEA).

GPQ data represants value-zdded and includes measures of: wages and salariss;

supplemants 1o wages and salaries; net allowances; non-corporata casital-adiustment
allowances; indirect business taxes and non-tax labilities; business transier
payments; c<orperate  profiss before taxes; .non-Corporate  income; cbrporate
inventory evaluation adjustments; rental income of pérsons; government subsidies;

and current surpluses of government enterprises,

‘Using the information an output from BIE and valte-added from BEA, material costs
for zach industry were alculated as the difference betwesn naminal outputr and

valts-added.
A.  Unit Material Costs

Unit material costs were defined as nominal-dollar axpenditures on materials
divides tiy real output {19715 fot the industry in question.

B. Unit Labour Cosrs

Unit Jabour cnsts wers defined as nominal-dollar expenditures on wages, salariss and
supplementary labour income divided oy real output (1571%) per industry. As in the
case of the Canadian data, supplements include pension and pmfit-sharing
contributions, group  insurance, workmen's.  compensation,  supplemental

unemployment, etc.

C. Labor Productvity

- AZ) -



Labour graducsivity was” calculated 25 the ratis of real cuiput {13718 o ‘oral

number ¢f emglayees [millions).
D..  Unit Grass Indirect Taxes

Indirect taxes include sales, excise and property taxes, and windfall profits on crude
oil production. 1t alse includes non-tax Habilities such as: royalty payments. Unit
gross indirwct taxes were defined as the-ratio of gross indirect taxes to real auTout

per Industry {137135L

E. Tmeres: Payments arki Depreciation

Interest paymients include intersst from all sources ineluding bonds and morigages.
Degracidticn I3 based on the book-value of assets and consisis of depreciation
ghanges and acridental garnags 1o Susiness capital far non-farm busine=ss. For farms
and nom-profit grganizadens, it is calculazed by BEA bDased on straighu-line
depreciaticn and historical casts.  This data is taken fram whe GPOQ tapes and is
establishment-based. Unit (nterest paymant were calculated as the patio of
nominal interess payments 1@ real oummut (19713) per industry. Unit degréciation

. was caiculated as the rzto of nominal degreciatien payments 1o real surpus (19713)

per indusiry.

m



EXTENDING US. DATA

Since actual U.S. data is only available to 1983 for manuifacturing sectors and 1982
for non-manufacturing sectors, it was necessary tc draw forecast information from

DRI's U.S. Inter-Industry Service to complete the data set’. The Inter-industry

Service provides an interlocking set of mathematical models which are backed by
extensive historical data bases, including the Department of Commerce information
described above. At the core of the service is an input-output model that traces the
flow of goods and services through over 400 industrial sectors of the U.S. economy.
The model is linked to DRI's macroeconomic model to provide regular forecasts of

output, employment, production costs and other key factors.

The mode! was re-aggregated to correspond tc the 30 industry sectors uncer
evaluation in the study to provide the 1923 and 1984 data required.

2 The historical data was retrieved from the service as well,
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