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HOWEVER, THE ANALYSIS AND CONCLUSIONS OF TEE STUDY ARE THOSE 
OF THE AUTHORS AND DO NOT NECESSARILY REFLECT THE VIEWS OF THE 
GOVERNMENT OF CANADA.
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Section • of the report "Methodology — A General Overview", provides an outline 
of the approach taken to create comparable cost data for the two countries. The 
subsequent "Industry Analysis" section present comparisons of material and labour 
costs, indirect taxes, and cap ital-r elated measures for each industry in question. 
Numerical detai and documentation and an in-depth review of data sources and 
methodology is contained in the appendices.

Before work began an the project, it vas agreed that no interpretation, analysis of 
causality or Sehavicural hypotheses testing would be included in the report. The 
emphasis is, rather, on a graphical/numerical comparison of cost measures- As such, 
most of the work concentrated on building the underlying data base and checking the 
comparability of different concepts and sources of information.

Throughout the report, the reader should bear in mind that many difficult''tradeoff s 
and appt oximations are involved when making both international and inter-industry 
cost comparisons. Perhaps firs: among these is the aggregation problem that not 
only affects this report, but will also affect the whole process of building a new 
national trade policy- There is also the Issue of data definitions and cam parab ill ry 
Setveen countries. For these and other reasons, the interpretation of the numbers 
must necessarily be partial and limited- The follosring discussion of methodology is 
intended to review these matters carefully, put as briefly as possible so as to

The following pages contain a detailed compilation of Canadian and American 
economic and industrial statistics. This data was organized by Data Resources of 

’ Canada (DRI) for the Department of External Affairs with the intention of revealing 
the cost-competitiveness between the two countries for major industry groupings. 
The selection of industries and related data was predicated on the overall objective 
of having the report serve as one input into the Canadian government’s current 
review of Canada-U-S. cade policy. In particular, if this policy review encompasses 
plans for reduced trade barriers; there will be a critical need to distinguish which 
sectors will be more severely impacted by increased competition. These 
contemplated policy issues helped to reduce the choice of industries under 
evaluation to goods-producing sectors-

4



provide the reader an opportunity to objectively review the findings in the report.I
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The relatively strong position of many Canadian industries in 1984 is a recent 
development and few industries have enjoyed a consistent EDSt advantage for many 
years. Rather most sectors showed a consistent loss of competitiveness, especially 
before the exchange adjustment, during the 1970‘s.

Another general observation is that where Canadian industries show a cost 
advantage it is, more often related to lower material costs (often lower energy costs) 
than to labour costs. Many industries show high and rising labour costs relative to 
U.5. industries.

Notwithstanding these caveats, the current analysis, and previous work of this 
nature, allows Data Resources to offer the following study as an important 
contribution to the policy review. The authors believe that the analysis reveals key 
areas of strength and weakness in Canadian industry. In general, the results confirm . 
the overall perspective that Canadian industries were operating in 1934 with costs 
that were 10 tc 20 per cent higher than those faced by comparable American 
industries before accounting for the effect of the exchange rate: The depreciation 
of the Canadian dollar relative to the U.S. dollar after 1976 has provided a 
significant advantage to domestic producers, making most industries more cost- 
competitive than their U.S. counterparts in 1984.
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Given 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)

4)

5)

6)
7)
3)
9)

10)

11)
12)
13)
14)
15) 
L41
17)
18)
19)
20)
21)
22)
23)
24)
25)
26)
27)
28)
29)
30)

Agriculture
Forestry
Fishing, Hunting & Trapping
Metal Mines
Mineral Fuels
Non-Metal Mines & Quarries 
Food and Beverage Industries 
Tobacco Products Industries 
Rubber & Plastics Products Industries 
Leather Industries
Textile Industries
Knitting Mills
Clothing Industries 
Wood Industries
Furniture & Fixture Industries 
Paper & Allied Industries 
Printing & Publishing 
Primary Metal Industries 
Metal Fabricating Industries 
Machinery Industries
Transportation Equipment Industries 
Electrical Products Industries
Non-Metallic Mineral Products Industries 
Petroleum & Coal Products Industries 
Chemical & Chemical Products Industries 
Iron and Steel
Synthetic Textiles
Motor Vehicle Accessories & Parts
Pulp and Paper 
Metal Stamping, Pressing & Coating

1



6

IFor each of these 30 industries, cross-country comparisons were made for:

I
I
I
I

I

I

1

2

- 5 -

I

1)
2)
3)
4)
5)

material costs ;
labour costs;
indirect taxes;
interest payments; and, 
depreciation.

Material costs include transportation and storage, utilities, communication 
expenses, advertising etc.

For a more detailed description of I-O tables, see the Appendix page A2.

This was done by creating historical "unit cost" measures for each of these factors, 
defined as nominal-dollar expenditures for each item in each year divided by 
cunstant-dollar (19715) real output for the industry in question. In Canada, most of 
the data was taken from the Input-Output (I-O) tables prepared by Statistics 
Canada?. Current- and constant-dollar I-O tables itemize output 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 industry may buy goods at discounted prices, purchase 
imported as well as domestically produced materials, and use a different mix of 
inputs than comparable U.S. industries.

Since Canada 1-0 data is not available for capital costs, it was necessary to use 
Statistics Canada corporate tax statistics in this area. The use of Interest and

Canadian I-O data and corresponding U.S. information prepared by the U.S. 
Department of Commerce is available on an establishment basis. The establishment 
is defined as the smallest operating unit which produces as homogeneous a set of 
goods and services as possible, capable of reporting all elements of basic Industrial 
data. So, for example, if a company produces both raw chemicals and packaging 
matarials, it would be classified in two separate industry groupings on an 
establishment basis.

I
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In the case of both Canadian and American data, industrial detail is only available 
up to the 1980 to 1983 period. Since many related data sources are available to 

4
1984, most measures have been extended forward . In general, this process involves

One mitigating consideration is that the thrust of this report is an inquiry into the 
unit costs or production 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.

depreciation values from this source makes it important to use care in interpreting 
the results on the study. This is due to fact that these capital-related measures are 
collected on a "corporate" rather than an "establishment" basis. A corporation is 
classified in its entirety to a single industry, even if it is engaged in a variety of 
industrial activities. Unfortunately, this creates some differences in accounting for 
Costs in some industries. Similar U.S. data used in the study is measured on an 
establishment basis’. While these matters were outlined as a concern from the .

beginning, the data that follows reveals an encouraging similarity between U.5. 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 
information can be added to the analysis on the capital side.

A series of data definitions and manipulation issues are also relevant. While in 
general the study-team tried to follow the Standard Industrial Classifications (SIC’s), 
it was often not possible to build on a consistent base, in almost 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 time was spent in trying to ascertain 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.

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 Fuels, Transportation Equipment and 
Motor Vehicle Parts and Accessories

Interest and depreciation payments in Canada are only available to 1982 and 
were not extended beyond this date.

1



1
recent data on prices.production techniques and more

generally captured in the "fixed proportions" model oi t-O 
ratio of constant-dcUar inputs to const ant-do liar

using eariy data on 
Production techniques are I

in this framework, thesystems.
outputs reflect the productivity ci, say,-materials and labour used, 
measures shown in the next section combine productivity and price data.

The unit cost 
That is,

1

changing prices and changing utilization rates for the Inputs- In
1984 combines trended or Ithey reflect both 

most cases, the process of extending unit costs to
1980 with a relevant aggregation of price/wageconstant productivity measures from Imeasuring unit labour costs, as recent

indeed, the
Special attention was given to

careful presentation of labour productivity.
measures.
data does allow a more 
combination of the 1982 recession 1and the 1983-8» recovery provides important

changes in this area.

ICanadianchallenging and useiui addition..
and indirect taxes net of subsidies.

The treatment of indirect taxes was a
collected for total indirect taxes 1data was

: might ' be useful for purposes of 
several data limitations made it Impossible

Although this iarter subsidy measurement
negotiating cade protection measures,

Not only was it difficult to obtain comparable Canadian
available was only Ito present this information

and American data on subsidies by industry, but the data that was
the 1980 to 1982 time-frame. While the extrapolation of indirect taxes 

likely to violate any known tax changes, the authors felt less
of subsidies has ■remained

1updated to 
to 198» did not seem 
able to support an assumption that the structure 1

. Examination of the results andunchanged in both countries over the past few years
also showed that U.5. data on indirect taxes includesa check of data sources

while Canadian data does not include this measure. Iroyalties

CawhfcrmtSon ot 6. orbing «m«k» «U1 help tive rate to «donat'd d* great 
care muee be taken to aggregating the various input neasuree. One clear elective
of the study is to arrive at a angle "total unit cost" measure

consideration of all of the above 
defined as the sum of material, labour and indirect

measure to use.

1

for each industry based 
issues, it is the Iin a common currency. 

authors1 view that total costs 
taxes is the more appropriate I

IWhile this caveat may be disappointing; it is worthwhile to note that more researcn
U.5. analysis by Data Resources' inter-industry

of U.S industries that
be worthwhile in this areamay

Group has prepared user cost of capital measures for a set I
1- 7 -
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roughly correspond -to the 30. used here. Comparable Canadian measures might be 
built in fairly short order. The "user cast of capital" concept is a more market- 
based cost measure than the analysis attempted here. Interest and depreciation 
payments are more-of a return- to capital already put in placet while the user cost 

looks at the. dost of the nest incremental .unit of capital to be added.measure

The following section now draws- some conclusions from the many unit cost measures 
presented. These conclusions are basically static, as they capture only, the relative
positions of specific industries up to 198* and make no allowance for overall growth

These last factors may prove to be of considerableor technological change, 
importance in the future, 
comparisons offer a realistic aggregate picture; of the cost-competitiveness of U.5;

Nevertheless, in the authors' view the unit cost

and Canadian godds-preducing sectors.

- 3 -
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When mention is made in the text to total unit costs, it refers to the sum of 
materials, labour and indirect taxes only. As discussed earlier, the authors view this 
to be a more exact measure of costs given the discrepancies that exist between 
corporation- and establishment-based daz. When reference is made to- shares of 
total unit costs — for example, material costs account for 50 per cent of total costs 
— all costs are included in the calculation. Given the number of cost concepts under 
consideration, two graphs are presented for each country to avoid over-crowding in 
the diagrams.

This section provides an in-depth review of the different cost structures facing 
Canadian and American producers over the 1971 to 1984 period for each of the 30 
goods-producing industries in question. To make cross-country comparisons easier, 
four pages of graphs are presented for each industry. The first page depicts unit 
costs for each of the individual inputs: materials, labour, indirect faxes, interest 
payments, and depreciation, in addition, two measures of total costs are included; 
the sum of materials, labour and indirect taxes, and the sum of all inputs including 
interest and depreciation^ This latter measure is Labelled TOTAL on the graphs.

The second page shows the same information, but on an ex ch an ge-rate-ad justed 
basis: U.S casts are expressed in Canadian currency, and were converted from U.S 
dollars by multiplying the unit cost measure by the average annual value of the 
Canadian/U.5. exchange rate. The discussion of cost différences between the two 
countries for each of the inputs is based on pre-exchange-rate-adjusted values. 
Given the depreciation of the Canadian dollar against the U.S dollar from 1976 
onwards, all exchange-rate-adjusted cost profiles move in Canada's faveur after that 
time.

Interest and depreciation costs are not included for the Petroleum and Caal 
Mineral Fuels, Transportation and Mate Vehicle Accessories and Parts 
industries. See Appendix, page A19 for a detailed explanation.

I
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The final page depicts labour productivity®, which is shown as the ratio of Canadian 

to U.S. productivity levels. A 100 per centvalue would indicate that productivity 
levels were the same between the two countries in that year.

The third page illustrates the differ endos between the two countries on a total cost . 

basis. Both measures of total cost are included and are shown on both a pre- and 

post- exchange-rate-ad justed basis:

6 Productivity is not available for Fishing, Hunting and Trapping, since there is no 
employment data published for this sector.

I



AGRICULTURE

Throughout .the sariy .L97Q'5t Canadian farmers held a significant cost advantage 
relative to U.S, producers on a pre-exchange-rat e-ad justed .basis. This was
principally due to the fact that unit material costs .in Canada, which historically
accounted for ov*r 75 per cent,of total expenditures-, -«ere anywhere from115 to. 30 
per cent below U-5 costa . While both countries experienced substantial increases in 
unit material costs from 1972 to- L974T the increase, in UJ-. expenditures ever the 
three-year period was higher: 65 per cent versus 52 per cent in Canada. This left 
Canadian material costs ,23. per cent below U_5. levels In 197a.

This advantage began to diminish in the- mid-197O’s, however, and In 1931 .domestic 
material costa had jumped 25 per cent above U5. levels- -In 1934,. Canadian costs 
increased by 6 per cent, while similar U,S. casts fell by almost 22 per cent. This 
left "Canadian, material casts 67 per Cent higher- than U.S. levels a* the end of the 
period.

Canadian- unit labour costs* which-accounted- for approximately 10 to 12 per cent .of 
total expenditures in satii year, were-higher and grew more rapidly than similar Lî-,5, 
costs over the period- The average- annual, growth rate^ was 3.4 per cent In Canada 

compared to 7 per cent in the U.5,, leaving domestic costs 36 per cent -above U.5. 
costs by L934i Labour productivity in Canada was very low compared to the UJ., 
fluctuating between 42 to 52. per cent of Li-3. levels over the period.

U.5- unit interest payments' grew at a phenomenal rate after 1976,- accounting for 1.B 
per cent of total U-5. costs" in- 1934, In 19,32, the" last, y ear of available Canadian 
imerest^rate .data, Canadian unit payments we-ç 6'J per cent below Li»5, levels. 
However, this factor only accounted for 3,6 per cent of total Canadian costs in that 
year.

To avoid having an endpdiht- outlier skew-, the calculation of average annual 
growth, the calcul a don was based on a- Least Sou ares regression against a 
rhcnotonichlly increasing series called TIME.

- 11 -
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The Canadian dollar improved Canada’s position after 1976, and, on an exchange- 
rate-adjusted basis, domestic farmers were cosi-Competitive until 1980. In 1984, 
however, total unit costs for Canadian producers still remained 22 per cent above 
U.S. levels.
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Unit interest and depreciation payments accounted for approximately 6 per cent ci 
total costs in both countries in 1982. Canadian unit costs in 1982 were 15 per cant 
higher than in the U.S.

Historical expenditures on these two items as a share of total exp edîtur es differed 
substantially between thew/C countries, in 4982 , Canadian material and labour 
costs represented approximately 61 and 32 per cent of total unit costs respectively. 
In the U.5., in the same year, they accounted for 73 and 13 per cent of total costs 
While domestic unit material costs remained below similar U.S. costs in most years, 
they increased at a much faster pace from 1980 to 1982, eliminating all of the cost 
advantage for domestic producers by 1932. Canadian costs grew at a much more 
moderate pace over the last two years of the interval relative: to U.5. costs, 
however, and by 1984 were close to 19 per cent below U.S. levels.

Canadian unit labour costs were far higher than those Ln me U.S. throughout the 
entire period, despite the fact that Canadian productivity levels were 90 to 100 per 
cent of U.S. values from 1978 onwards. The worst year for domestic producers was 
1975 when unit labour costs were three times as high as these in the U.S. That was 
also the year in which labour productivity levels dropped to about 50 per cent of the 
U.S. value. By 1954, Canadian unit labour casts were still : 96 per cent above U.5. 

expenditures.

Although total unit costs for the U.S. industry fluctuated above and below Canadian 
levels over the 1970‘s, U.S. producers held a distinct cast advantage over the early 
1980‘s (pre-exchange-rate-adjustment). This was the result of more rapidly 
increasing material costs in Canada from 1980 to 1982, and -substantially higher 
labour costs from 1980 to the end of the period.

9
Since Canadian - interest and depreciation data is only available to 1982, 
Canadian shares of total costs are not available after this time.

3
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On an exchange-rate-adjusted basis, Canadian producers were competitive in every 
year from 1573 onwards except 1982 tn 1984, Canadian costs were 24 per cent 

below U.5. levels.
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This industry maintained a substantial competitive edge over the U.S. sector from 
1971 to 1931. By the end of the period, however, total unit costs in Canada were 4 

per cent above U.S. levels.

Canadian unit labour costs ' were significantly higher aver the entire period, 
increasing to a level of 27* percent above U.S. costs by 1984, The average annual 
rate of increase from 1971 to 1984 was II. per cent in Canada, compared to 6.2 per 
cent in the U.S.

Unit material costs accounted for 57 per cent of total Canadian costs and 72 per 

Cent of total U.S. costs in 1982. Throughout the 1970‘s, Canadian unit material 
costs were on average 97 per Cent below U.S. expenditures. This Cost-gap began to 
narrow after 1980, however, and by 1984 Canadian unit material costs-were 23 per 
cent lower than in the U.S.

Unit interest costs plus depreciation increased by 83 per cent in Canada from 1980 
to 198! accounting for almost 9 ger cent of total domestic expendi türes. In 1982, 
Canadian costs in this’area were 30 per cent higher than In the U.S.

On an exchange-rate-adjusted basis, domestic producers were mere cost- 
competitive than U.S. producers over the entire period. In 1584, Canadian total unit 

■ cost were 24 per cent below U.S. levels.

I
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While unit interest payments only accounted for 6.7 per cent of total Canadian unit 
costs in 1972, this share had increased to 13.6 per cent by 1982. The average, annual 
rate of growth for domestic costs over this period was 18.3 per cent, with incredible 
increases being posted in 1981 and 1932 In 1982, Canadian unit interest payments 
were 241 per cent above U.S. levels-

In 1971, domestic unit material costs were 42 per Cent below U.S. levels. They grew 
at an average annual rate of 13.9 per cent, however, compared to a rate of 8.6 per 
cent in the U.S. While both countries experienced very large cost increases for a 
number of years, U.S. costs decreased by 18 per cent from 1980 to 1984 while 
Canadian costs jumped by 62 per cent during the same period. Consequently, unit 
material costs were 22 per cent higher in Canada by 1984.

Although unit labour costs were lower in Canada over the entire period, the 
advantage held by domestic producers began to diminish in 1981 as Canadian costs 
increased on a year-over-year basis by 17.2 per cent more than in the U.S. From 
1982 to 1984, however, Canadian expenditures in this area decreased by 2 0 per cent 

, compared to a 2 per cent increase in the U.S. This left Canadian unit labour costs
32 per cent lower than U.S. costs by the end of the interval. Canadian labour also 

__ _  more efficient than in the U.S. from 1973 onwards, with productivity
levels that were approximately 10 per cent higher than in the U.S. in 1984.

On an exchan ge-rate-adjusted basis, Canadian producers maintained their cost 
advantage -throughout the period. Although cost differences between the two 
countries began to narrow from 1981 to 1983, Canadian costs were still 36 per cent 
below U.S. expenditures In 1984.

Total unit costs for the Canadian Metal Mines industry were 25 to 30 per cent below 
those for the U.S. throughout the 1970‘s. Although domestic producers maintained 
their cost advantage in all years except 1983, the cost-gap between the two 
countries narrowed over the 1980‘s, and by 1984 Canadian unit costs were only 5 per 
cent lower than those in the U.S, •

METAL MINES
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18.6 per cent of total U.S. costs in 1582, 
Unit cax payments escalated dramatically

had dropped to about 90 per cent of the U.S. level by 
gradually over the remainder of the interval.

On an exchange -ate-adjusted basis, this sector was sightly lesscostcompetitive 

than the U.S. secter in 1983 and 1984.

in the U.S. in 1980 and 1981 (212 and 1:6 per cent respectively over the previous 
year). They fell approximately 22 per cent Ln each of the following two years, 
however, and by 1984 ver 60 per cent higher than similar Canadian payments.

Unit material costs accounted for 65 per cent of total input costs in Canada and 38 
per cent in the U.S in 1982. While material costs grew at a rapid pace over the 
interval in the U.S. (with average annual growth of 15.3 per cent), they increased 
even more dramatically in Canada (with average annual growth of 20.7 per cent) 
By 1984, Canadian unit material costs were 90 per cent higher than in the U.S.

The Canadian Mineral Fuels sector has been at a total cost disadvantage relative to 
the U.S. industry since 1975. Faster rates of growth in bath unit material and 
labour Costs over the period raised domestic costs to a level of 32 per cent above

- U.S. costs by 1984 (pre-exchange-adjustment).

Unit Labeur costs accounted for 12 and 23.5 per cent of total factor casts in Canada 
and the U.S. respectively in 1982. Over the 197 0‘s, domestic unit labour costs were, 
on average, 50 per cent below U.S. levels. While bath countries experienced very 
high increases in this area throughout the period, the average annual rate aï growth 
in Canada (1971 to 1984) was 2.1 per cent higher than in the U.S. While domestic 
producers retained their competitive advantage aver the entire period, the cost-gap 
narrowed from 1930 onwards. Ln particular, in 1983 and 1984 unit Labour costs 
declined in both countries, but by a more significant amount in the U.S. This leit 
domestic costs only 23 per cent below U.S. levels in 1984. Canadian labour was very 
productive relative to labour in the U.S. over the 1970‘s However, efficiency rates
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On an exchange-rate-adjustef basis, Canadian total unit costs were lower from 1978 
onwards and were 9 per cent below U.S. levels in 1984,

36

Total unit costs for the two countries were fairly comparable until 1977, when 

Canadian costs rose 12 per cent above U.S. levels (pr e-exchan ge-rate-adjustm ent}. 
Domestic producers remained at a cost disadvantage for the remainder of the 

period, and in 1984 faced total unit costs that were almost 13 per cent higher than 

in the U.S.

Canadian unit interest payments increased 429 per cent from 1979 to 1982, 
representing 7.9 per cent of total costs in 1982. While the average annual rare of 

growth for comparable U.S. payments was also high over the same period, Canadian 

costs were 287 per cent above those in the U.S. in 1982. U.S. expenditures in this 
area only accounted for 2-5 per cent of total costs in that year.

Unit depreciation payments in 1982 accounted for 3 per cent of total input costs in 
Canada and 11.8 per cent in the U.S. In 1982, U.S. payments were 14 per cent 
higher than in Canada.

Unit material costs, which historically accounted for approximately 50 per cent of 

total input costs in the two countries, increased at an average annual rate of 12 per 

cent in Canada compared to 10 per cent in the U.S. While domestic costs tended to 

be lower over the early 1970‘s, they were 7 and 3 per cent higher in 1980 and 1981 
respectively. A large 13 per cent decrease in U.S. material costs in 1984 brought 

Canadian expenditures 46 per cent above U.S. levels in that year:

Domestic unit labour costs, which accounted for approximately 35 per cent of total 

Canadian costs each year, were below U.S. levels until 1975 when several years of 

phenomenal cost growth completely eliminated Canada’s competitive position in this 
area. By 1983, unit labour costs were 22 per cent higher than in the U.S. This 

situation reversed in 1984, when Canadian costs declined17 per cent while 

comparable U.S. costs increased 11.5 per cent. This left Canadian unit labour costs 
9 per cent lower than U.S. costs. Canadian labour was extremely efficient, posting 

productivity levels over the period, that were two to five times as high as in the U.S.
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Canadian unit interest payments increased much more dramatcally than in the U.S., 
but accounted for less Than 3 per cent of total costs in beth countries in £982. U.S. 
tax paymtents were significantly higher than in Canada throughout the period, but 
like interest payments, only represented a small portion of total Coste in both 
countries.

Domestic unit labour costs were consistently above U.S. levels throughout the entire 
period. The cost-gap between the two countries continued to expand every year, 
and by 1933 Canadian unit labour costs were 60 per cent higher than in the U.S. In 
1984, however, U.S. costs increased by 38 per cent compared to a 1 per cent 
increase in Canada, leaving Canadian costs only 16 per cent above U.5. levels 
Canadian labourwas less productive than in the U.S. throughout the period, 
fluctuating within a range ai 55 t 60 per cant of U.S. valves.

Unit material costs represented about 20 per cent of total costs in both countries 
over the period. While domestic producers held an advantage in this area in the 
early 1970‘s, and were fairly com peri tive-from 1975 to 1973, relatively higher growth 
rates were postedifor Canadian material costs from 1978 onwards. The average 
annual rate of growth over the entire period was 3.9 per cent in Canada compared to 
6 per cent in the U.S. By 1984, unit material costs in Canada were 34 per cent 
higher than in the U.S.

On an exchan ge-rate-ad just ed basis, costs were brought more in line between the 
to countries after 1976. In 1984, the Canadian industry held a slight cost 
advantage, with total unit casts 1.2 per cent lower than those in the U.S.

The Canadian Food and Beverage industry lest its competitive edge in 1975, and 
total unit costs continued to rise above U.S. levels throughout the remainder of the 
the period.. By 1984, they were 27 per cent higher than in the U.S. (pré-exchange- 
rat e-ad justed).
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In 1982, unit tax payments accounted for 13 per cent of total costs in the U.S. and 
less than L per cent in. Canada. Costs were substantially higher in the U.S. over the 
entireperiod and by 1984, U.S. unit tax payments were $4 percent higher than 
Canadian levels. ■— ------- ---- — ----------

Purchases of materials accounted for approximately 75 per cent of total input costs 

in Canada and 68 per cent in the U.S. in 1982. Canadian expenditures in this area 

were higher than in the U.S. until 1982, when cost increases began to moderate in 

Canada, but continued at doubfe-digit rates in the U.S. By 1984, U.S. costs were 23 

per cent above domestic costs.

On an exchange-rate-ad justed basis, the Canadian industry was in a very favourable 

position from 1977 onwards. In 1984, domestic producers, held 370 per cent cost 

advantage over the U.5. industry*

This sector was very cost-c am petitive over the entire period, particularly from 1982 
onwards. In 1984, total unit costs were 23.7 per cent below U.S. levels (pre- 
exchange -rat e-ad justment).

Unit labour costs historically accounted for approximately 20 per cent of total costs 

in Canada and 10 per cent in the U.S. Canadian costs were consistently higher than 
U.S. costs throughout the interval and in 1934, U.S. producers had a 38 per cent 

advantage in this area. Canadian Labour productivity was very low relative to the 

U.S. over the whole period and was only 50 per cent of the U.S. level in 1984,

TOBACCO PRODUCTS
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This, industry was more competitive than the U.S. industry until 1980, after which 
rime domestic Costs exceeded U.S. levels by approximately 3 to 10 per dent (pre- 
exchange-ad justed).

On an exchange-rate-adjusted basis, the domestic industry maintained a ‘favourable 
cost position throughout the entire period. In 1984, total unit costs were 23 per cent 

below U.S. levels.

Unit gross indirect taxes were substantially higher in the U.5. over the entire period, 
but caly accounted for 2 per cent of total U.S. expenditures in 1984. Canadian unit 
depreciation payments grew at a much higher, rate than in the U.S., but accounted 
for a very small portion of total unit cost in both countries.

Unit material costs increased significantly in 1974 in both countries (33 per cent in 
Canada and 36 per cent in the U.5.) and began to escalate again in 1979. Canadian 
cost changes from 1979 to 1980 were more-pronounced‘than in the U.S., however; 
and from 1980 to 1981 domestic cost increases were 3.3 per cent higher than in the 
U.S.

Domestic unit labour costs fluctuated above and below U.S. levels until 1931, after 
which time they remained above U.S. costs until the end of the period. From 1979 
to 1982, costs increased by a rate of 57 per cent in Canada versus 18 per cent Ln the 
U.S., raising Canadian labour costs 23 per cent above U.S. levels in 1982. Canadian 
unit labour costs decreased, in 1983 and 1984, however, leaving domestic costs only 6 
per pent higher than these in the U.S. in 1984, Canadian labour productivity 
continued tn improve over the period, and by 1984 was almost at the same Level as 
in the U.S.
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After adjusting for the exchange raze, Canadian producers were cost-competitive 

from 1978 to die end of the period, with costs 13- per cent below those in the U-S. 

in 1984.

This sector was at a distinct cost disadvantage over the entire interval, particularly 
from 1982 onwards fp re-exchange-ad justed). The average annual rate of growth 
over the 1971 to 1984 interval for total costs was 8 per cent in Canada and 6.6 per. 
cent in the U.5. In 1984, Canadian costs exceeded U.S. levels by almost 15 per cent.

Unit material costs accounted for about 60 to 65 per cent of total Costs in both 
countries. Domestic expenditures in this area were above U.S. levels from 1973 
onwards. While both countries experienced sharp increases in 1972 and 1979, the 
average annual growth rate over the entire period was 2.4 per cent higher in 
Canada- While Canadian costs increased moderately in 1982 (5.3 per cent), U.S. 
expenditures declined by 6 per cent that year, leaving Canadian costs close to 25 per 
cent above U.S. levels. U.S. costs continued to decline in 1983 and 1984, giving U.5. 
producers a 61 per cent advantage by the end of the period.

Unit labour costs were about 10 per cent above U.S. levels in the early 1980‘s. In 
1984, however, Canadian costs declined by IQ per cent while similar U.S. .costs 

' increased by a rate of 42 per cent. This gave Canadian producers à 30 per cent cost 
advantage over their U.S. counterparts. Although relative Canadian labour 
productivity was low in the early part of the period, it had increased to over 90 per 
cent of U.S. values by 1984.

Canadian unit interest payments rose dramatically from 1979 to 1981, and were 245 
per cent, higher than similar U.S. payments in 1982. However, these casts only 
accounted for 3.5 per cent of total Canadian costs in that year.

I



TEXTILE1 INDUSTRIES

The Canadian Textile industry vs* very cost-competitive an a total-coat basis (p re- 
ex chan-ge-'ad justmentj until 1977; Cost differences between the two countries began 
to expand aliter that-time, and by ,198*- Canadian casts were 24 per: dent above those- 
in the U*5,

Domestic unit material- costs (which- on average accounted for approximately 65 per 
cent cl total, outlay s in Canada .and. 7-5, per cent in the .U~5-) remained substantially 
below U25, levels until the latter half Of die 1970's. The average annual rare of 
growth over -the entire period wa* 2.3' per cent higher in .Canada, however,, and, as a 
result, domestic expenditures in this area were 2 per cent above U.5. levels by 1984.

Unit labour costs in Canada remained above those in the U.5-, and. grew at a much 
faster pace over the entire' period, A large cost increase in Canada in L9S2, 
combined with a 20 per cent cost decline in the U^5> .in 1933, brought domestic unit 
labour costs 123 per cant above _U-5, levels by 1333. Sedative Canadian " labour 
productivity declined from 1979 onwards and was less than 70 per cent of the U.5, 
level in 1934-

Domestic unit depreciation payments were 1Œ6 per cent higher-• than-those In the- 
U.5. in 1932, and domestic unit interest payments were 27S per cent higher. These 
two costs combined accounted for 6.7 per cent of total Canadian expenditures in 
1932-

Qn an exchange-rate-^adjusted basis, Canadian producers were cost-competitive in 
ail years and- total unit, costs for the domestic industry were 4.2 per cent lower than 
in the U-S. by 1934.
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KNITTING MILLS

lor Canadian Knitting Mills were inIn tbs first half of the 1970’s, total unit cqsts
th» range ,f 4 » 1» per <WR **» *w * «he 03= era» (Pr=^char.g=-rat=-

only lost this advantage in 1976, but the cost 
increase after that .time, By-

adjustment), Canadian producers not 
difference between the two countries continued to

for domestic manufacturers were 14 per cent above U-5.193d, total unit costs 
levels.

historically accounted for about 65 and 30 perCanadian material" and labour costs
of total expenditures respectively, as compared to SO and 15 per cent m the

average 23'per cent lower for domestic producers 
Canadian unit material costs grew at an average annual rate

cent
U.5. Unit material costs were on
throughout the' 1970's 
of jj.per cent, however, compared to 2.9 per cent in the U.5., significantly eroding

this advantage by the end of the Interval.

remained more than 100 per cent above LL5. Costs 
Canadian labour in this sector was not as efficient as 

less- than 50 per cent of U.5- levels'in

Canadian unit Labour costs 
throughout the ^entire period 
Ü-S labour; domestic Labour productivity was:
1934,

relatively small in 
in both countries increased

overall growth in taxes and deprecation payments wasWhile
Canada compared to the U.5., interest payments 
substantially over the period. Interest payments accounted for less than 3 per cent 
of total costs in Canada in 1932, however, and only U ^ cent in the U.5.

maintained a costexchan g e-rate-ad justed basis, Canadian producers 
advantage in all years except 1976, with total unit costs being 14 per cent below

U^S. levels in 1984.

On art
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On an exchange-rate-adjusted basis, Canadian producers held a 5 per cent advantage 

over the U.S. industry in 1984.

Unit interest payments grew at a rate of 252 per cent in Canada and 220 per cent in 
the U.5. from 1972 to 1982. In 1982, they accounted for 2.9 per cent of total 

Canadian expenditures compared to 1.3 ÿer cent in the U.S.

Canadian Clothing manufacturers have faced higher total costs since 197% (pre- 
exchange-rate-ad justed). While domestic producers were only at a 5 per cent 
disadvantage relative to U.S. producers in 1974, total unit costs were 23 per cent 
higher by 1984, This was due to the fact that Canadian expenditures for labour and 
materials grew at average annual rates of 4.6 and 7.3 per cent respectively over this 
period, as compared to rates of. 4,7 per cent for both categories in the U.S.
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The Canadian Wood industry was at a total cost disadvantage relative to the U.S. 
sector over the entire period, although the cost-gap between the two countries 
fluctuated substantially from year to year.

Total unit material costs accounted for approximately 64 per cent of total factor 
input costs in both countries in 1982. Changes in this area were quite erratic over 
the period, with very large increases being posted in some years arid negative growth 
octuring in others. The average annual growth rate was approximately 9 per cent in 
both countries, and Canadian costs were 9.6 per cent above U.S. levels in 1924.

Unit labour costs increased at an average annual rate of 7.6 per cent in Canada 
compared to only 4.5 per cent in the U.S., leaving domestic unit labour costs 33 per 
cent above those in the U.5. in 1984. Canadian labour productivity Improved over 
the years and was slightly above the U.S. rate in 1984,

On an exchange-rate-adjusted basis, Canadian producers held an 13 per cent cost 
advantage in 1984.

U.S. unit depreciation payments were 27 per cent above those in Canada in. 1982. 

They dectined.by 26 per cent in 1983, however; and by 1984 accounted for less than 
4 per cent of total U.S. costs.

I
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After 1973, total unit costs (pre-adjusted) for domestic producers were higher, and 
grew at a faster pace, than those in the U.S. Total Canadian expenditures grew at 
an average annual rate of 3.5 per cent over the interval, compared to 6.6 per cent in 
the U.S., giving U.S. producers a 16 per cent cost advantage by 1984.

Material and labour costs accounted for close to 95 per cant of total input costs in 

both countries, thus dominating the picture. Costs for both categories were above 
U.S. levels from 1974 onwards; in 1983, Canadian unit material costs were 13.7 per 
cent higher than tn the U.5. The difference between the two countries was only 9
per cent in 1984, however.

On ah exchange-rate-adjusted basis, Canadian producers had over total unit costs 
than the U.S. industry in 1983 and 1984. in 1934, domestic costs were 12 per cant 
selow U.S. levels.

Unit Labour costs increased at an average annual rate over the period of 3.1 per cent 
in Canada compared to 5.4 per cent in the U.S. By 1932, Canadian costs were 36 per 
cent above U.S. levels. The cost differences between te two countries decreased 
the following : ear as Canadian labour costs declined by 3 per cent compared to a 
decline of 1.5 per cent in the 1.5. While costs in both countries continued to fall in 
1984, these in the U.S. fell by a larger amount, making unit labour costs in Canada 
31 per cant higher than in the U.S. Ln mat year. Canadian Labour productivity 
improved over the period, rising from approximately 60 per cent of U-S. levels Ln 
197 1 t close t &5 per cent in 1984,

as U.S. costs increased 12.3 per Cent in max year

Unit interest payments were substantially higher in Canada throughout the entire 
period (444 per cent higher in 1982), and increased at a much faster pace. Ln 1982, 
interest costs accounted for 3 per cent of total Canadian costs while representing 
less than 1 per cent of total costs in the U.S.
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Total costs (pre-exchange-rate-adjustment) for the Canadian Paper and Allied 

industry were higher than comparable, U.5. costs over the entire period. Purchases 

of materials represented the largest expenditure category in both Countries, 

accounting for approximately 63 per cent of total casts in Canada and 45 per cent In 

the U.S. in 1982, Canadian material costs were, on average, 30 per cent higher than 

U.S. costs over the 1970‘s. The difference between the two countries narrowed 

somewhat in the early 1980‘s, however, and by 1984 domestic costs were 69 per 

cent above U.S. levels..

Unit Labour costs for the Canadian industry were much lower than those in the U.S. 

throughout the period concerned, although they increased at an average annual rate 

that was 1.6 per cent higher than in the U.S. In 1984, Canadian producers still held 

a 32 per cent cost advantage in this area. Canadian labour efficiency rates were 

very close to the U.S. levels from 197! to 1973. Productivity fell significantly, 

however, from 1973 to 1975, and did not reach U.S. Levels again until 1980. Over 

the early 1980's, Canadian productivity levels fluctuated between 0 to 10 per cent 

below U.5. values.
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Total unit costs vers very similar between the two counties (pre-exchange-rzte- 
adjustment) until 1981, when Canadian material and labour costs began to increase 
more rapidly than those in the U.S. Unit material costs, which accounted for 5.1 per 
cent of total input costs in Canada and 60 per cent in the U.S. in 1982, were lower 
for domestic producers over the entire period. Both countries experienced high 
increases in this area in 1974 (of approximately 2 0 per cent) and again in the 1979 to 
1980 period (of 10 to 13 per cent). Beginning in 1979, growth in Canadian material 
costs began to outpace that Ln the U.S., leaving domestic unit material costs only 
2.3 per cent below U.S. levels by 1934.

Both countries experienced high increases in interest and depreciation rates in the 
late 1970‘s and early 1980‘s. In 1982, total interest and depreciation charges were 
50 per cent higher in Canada than in the U.S. These charges accounted tar 7 per 
cent of total Canadian casts, and 5 per cent of total U.5. costs, in 1982.

and relative productivity did not begin to improve again until 1983.

Unit Labour costs increased significantly in both countries in 1974 and 1975, and 
again in Canada in 1981 and 1982. fa 1971, Canadian unit Labour costs were only 5 
per cent higher than in the U.S, while by 1983 they were 36 per cent higher. 
Canadian costs declined by 5.7 per cent in 1984, however, bringing domestic costs 
within 2 per cent of U.S. levels. Canadian labour productivity improved steadily 
over the 1970's, climbing from about 65 per cent of the U.S. value in 1971 to over 
85 per cent in 1980. Canada lost ground in this area over the next few years.
however

On an exchange-rate adjusted basis, Canadian producers had a total cost advantage 
after 1976. In. 1534, total unit costs for domestic producers were it per cent 
below U.S. levels.

I
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Total unit costs for Canadian producers (pre-exchange-rate-adjustment) were higher 
than U.S. expenditures from 1975 onwards. This cost disadvantage began to increase 
in 19 3 0 and by 1984 Canadian total unit costs were 22.6 per cent higher than U.S. 
levels.

On an exchange-rate-ad justed basis, Canadian producers were competitive from 
1977 onwards with costs 6 per cent lower than in the U.S. in [984,

Changes in unit labour costs were also fairly erratic over the period with- large, 
double-digit growth rates being pasted in a number of years in both countries. 

, Canadian unit costs remained above U.S. levels throughout the entire period, 
however, and became significantly higher (50.5 per cent) in 1982 when costs jumped 
by 25 per cent over the previous year compared to an 3 per cent increase in the U.S. 
Canadian labour costs declined in 1983 and 1989, however, and were only 2 6 per cent 
above U.S levels by the end of the period. Canadian labour productivity fluctuated 
at levels between 60 and 75 per cent of U.S. values over the entire period.

Growth in unit material costs was fairly erratic in both countries over the entire 
period, although Canadian costs remained higher than U.S. levels after 1977. In 
197 4, material costs increased by 27 per cent in Canada and 38 -per cent in the U.S. 
Similar increases were posted in 1979, but growth slowed substantially in both 
countries from 1931 onwards. The average annual rate of growth over the period 
was 10.2 per cent in Canada compared to 9.4 per cent in the U.S., bringing domestic 
costs in this area 22.6 per cent above U.S. expenditures in [984.

U.S. unit depreciation payments increased significantly from 1979 onwards, growing 
by 42 per cent from 1931 to 1982. Canadian depreciation rates also increased 
rapidly, although not quite as dramatically as in the U.S. Unit interest payments in 
both countries grew rapidly from 1979 to 1982, increasing by 93 per cent in Canada 
and 97 per cent in the U.S. Unit interest plus depreciation payments in Canada were 
13.6 per cent below U.S. levels in 1982 accounting for 6.3 per cent of total domestic 
expenditures.

I



METAL FABRICATING INDUSTRIES

Canadian producers ws competitive In this industry until 1576 (pre-eschange-r are­
adjustment), whian costs moved dose to par with U.S- levels for a period of' several 
years- In 1575, total unit costs in Canada jumped by 17 per cent, becoming 3 • per 
cant higher than those in the ILS, This cost-gap continued 'to widen until 15S3>.when 
total Canadian unit costs were 15 per cent higher than in. the US. Improvements in 
domestic material and ^labour. costs eventually helped to reduce this upward- climb, 
and by i 934 Canadian costs we>p only 5 per-cent above- U-S: levels.

Although both industries experienced high increases In' unit material costs in 1.574 
(22 per cent, in Canada and 33 per cent in the .UdS,}, Canadian costs continued to 

' grow at double-digit rates in 1-575,. 1575 and 1980. As a result, by 1334' ratal unit 
material costs for domestic manufacturers were 33*3 cent higher than in the 
US.

Canadian unit labour .costs vers below U.5- levels oyer the entire .period, -but 
Canada's cost advantage diminished significantly in 1552 when domestic unir Labour 
costs-Increased IS per cent over the previous year -compared with a.J per cent, rate 
of increase in the U.5. ■ Canadian, costs showed moderate growth in 1533, but 
declined by 15 per cent in .1554, leaving Canadian unit Labour costs 26 per cent 
below U,5. leveii. Canadian labour productivity increased from approximately -65 
per cent of the U-5-. value in 1571. to over 35 per cent in 1931. Canada's position 
then deteriorated for several years,, but Canadian productiviTY levels were back to 
35 per cent of the U.5- value in L9S4:

Canadian unit interest payments mere than tripled from 1575 to 1932, while in 
comparison UJL payments increased by 63 per cent. Interest payments only 
accounted for 4 per cent of total expenditures in Canada in 1532, however, and as 
such did not. dramatically 'affect,the industry’s competitive position,

On an ex change-ra te-ad justed basis, Canadian -producers were, post ^competitive in 
ail years except ■ 1976. In 1534, Canadian total unit costs were TOper cent" lower 
than those in the U-5,
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Canadian uni: labour costs rose substantially from 1979 t 1932, but then fell by 23 
and 12 per cent respectively in 1983 and 1984. U.S. labour cost showed similarily 
high rates of growth, and on average increased by about 1. per cent more per year 
than Canadian costs. Domestic producers held a strong advantage in this area 
throughout the entire period, and casts were 41.5 per cent below U.S. levelsiin 1984. 
Canadian labour productivity improved significantly from 1982 to 1984, and was 
slightly above the U.S. value by the end of the interval

Unit material costs, which accounted for 72 per cent of total costs in be th counties 
in 1982, were much more volatile in the U -S. and increased at a much higher rate 
ever the period. In 1977, in particular, U.S. unit material costs grew at ar 
incredible rate of 77 per cent over the previous year. The average annual growth 
rate was 9.2 per cent in Canada as opposed to 15.7 per cent in the U.S. Asia result, 
Canadian costs went from being 90 per cent mere expensive than U.S. costs in 1971 
to .5 per cent more expensive in 1984.

The exchange-rate adjusurent further improved the situation for domestic 
producers, and in 198* Canadian costs for this industry were 43per cent below 0-5. 
costs

Canada’s Transportation Equipment industry was very uncompetitive from 1971 to 
1976, with total unit costs being in the range of 27 ta 46 per cent higher than U.S. 
levels. In 1977, this situation began to reverse, and from 1979 onwards the Canadian 
sector was at a competitive advantage with respect to U.S producers. In 1984, 
total unit costs in Canada were 10 per cent below those in the U..
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Although Canadian producers enjoyed lower costs from 1971 to £974 in this industry, 
expenditures grew at a much faster pace chan in the U.S. after that time. By 1977, 
domestic costs were 5.5 per cent above those in the U.S., and by 1984 they were 23 

per 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.S.) and again in 1979 (14 per cent in Canada and 12 per cent in 
the U.S.). On average, however, Canadian unit material cost increases were 2 per 
cent higher per year than in the U.5., and by 1984 domestic costs were 29 per cent 
above U.S. expenditures.

On an exchange-rate basis, domestic producers were cost-competitive in every year 
except 1976and 1983. In 1984, Canadian total unit costs were 5 per cent lower than 
in the U.5.

In 1982, U.S. depreciation costs were #1 per cent higher than in Canada, and they 
continued co grow at a very, fast pace until 1983. They accounted for 6 per cent of 
total U.S. Costs in 1982, and 3 per cent of total Canadian costs. Unit interest 
payments were substantially higher in Canada than in the U.S. from 1976 onwards 
and by 1982 were 337 per cent above U.S. levels. However, they only accounted for 
3 per cent of total Canadian costs in 1982.

On the labour iront, Canadian unit costs were below U.S. costs until 1977. They 
then began to fluctuate slightly above U.S. levels (5 per cent range) until 1982, when 
they increased by a rate of 13.7 per cent more than in the U.S. This raised domestic 
costs 19 per cent above U.5. levels in that year. Canadian unit Labour costs 
declined in 1983, however, and increased by only 4 per cent in 1984, Leaving unit 
costs only 16.5 per cent above those in the U.5. by the end of the period. While 
domestic labour productivity was close to the U.S. level in 1980, relative efficiency 
rates dropped dramatically over the next few years leaving Canadian productivity 
about 85 per cent of the U.S. value in 1984.
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Cr an exchangerate—idjusted basis, ‘the Canadian industry was in a very favourable 
position over the entire interval and in 1924 had a total unit cost advantage of 22 

per cent.

Unit labour costs vere lower in Canada until 1982, when domestic costs jumped by 
17 per cent compared t a more moderate increase of 7 per cent in the U.S. Growth 
was negative in 1983 and very small in 1980, however, leaving Canadian costs I 3 per 

cent below U.S. levels at the end of the period. Relative labour productivity was 

very good in this industry, with Canadian levels being aver 96 per cent of U.S. 
values over the entire period. Canadian efficiency rates peaked in 1980 at about 6 
per cent above tie U.S. level, but had declined 10 per cent by 1985.

While Canadian unit interest payments only accounted for 2.5 per cent of total costs ■ 
in 1972, this share had risen to 3.7 per cent by 1982. Casts for this factor increased 

dramarieally aver the 1974 to 1978 interval, and again from 1980 to 1982. While 
U.S. costs also increased sharply over mis Larter period, they only accounted for 2 
per cent of total U.S. expenditures in 1982.

Total unit costs for the Canadian industry vere slightly more tan 10.per cent below 

U.S. costs for the first part of the 1970‘s This decreased to a 5 per cent advantage 
in. 1975, and for the next several years costs were very comparable between the two 
countries. In 1982, however, U.S. producers began to gain a competitive edge and 
by the end of the period held a 6 per cent total cost advantage. This was principally 

due to the higher cost increases in Canada for material inputs, which accounted for 
55 per cant of total Canadian costs in 1982 The average annual rate of growth aver 
the period for material inputs was 11 per cent in Canada compared to 9 per cent in 
the U.S. By 19 34, Canadian costs in this area vere 18 per cent above U.5. . levels.
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Unit indirect taxes grew at a phenomenal average annual rate of 37.4 per cent in 
Canada compared to only ! per cent in the U.S. This reflected the impact of the 

Syncrude levy from 1978 to 1980 and other charges that were associated with the 

National Energy Program. Although they were 110 per cent higher than U.S. unit 
tax payments in 1984, they only represented 3 per cent of total domestic costs in 

1982. ' .

Unit material costs, which historically accounted for close to 90 per cent of. total 
costs in both countries, grew at an average annual rate of 18 per Cent in Canada 
compared to 16.7 per cent in the U.S. From 1981 to 1984, U.S. costs in this area 
actually declined by 30 per cent, while Canadian costs grew by 25 per cent. By the 
end of the period, domestic material costs were 65 per. cent above U.S. levels.

On an exchange-cate-adjusted basis, the situation improved for domestic producers, 
but total costs-still remained 21 per cent above U.S. levels in 1984.

Canadian producers were at a distinct disadvantage on a total cost basis (pre- 
exchange-rare—adjustment) from 1974 to 1979, and from 1982 onwards. In 1984, 
total domestic costs were 64 per cent above U.S. levels.

I
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Total costs between the two countries were fairly comparable until 1581 when 
domestic costs jumped li.J.per cent above U.5- levels. 3y 1534, total Canadian 
costs, were 25 per cent higher-than in the U.5.

Unit material costs accounted lor 73 per cent of total costs -in Canada and- 57 -per 
cent iii the US in 1332. Over the 1971 to 198*•••period, thé average annual grow* 
rats in-Canadian unit material costs was li.fi per cent; compared. to 9.3 per--cent in 

By 153*, .unit material, costs for domestic producers werer 36 per centthe U.5. 
above US costs..

Unit labour costs fluctuated slightly above and below U,5. levels throughout the ■ 
1931-to 193* period, and by the.end of the period -were 5 per cent lower than those 
in theU.5. Canadian Labour productivity fluctuated'between 60 and 70 .per cent of 
US levels over most- of thé interval, and was only about 63 per cent of the Up­
value- in -19S2.

U.S. unit depreciation payments grew ar an average annual rate of 10.* per cent 
over the period. In 1932, they were 33 .per cant above Canadian levels. They 
accounted for 6,7 per cent of total U.5- costs and 3.7 per. cent of total Canadian 

costs in. *15 year.

Unit interest, payments Increased dramatically over the period In.both countries, but 
— were 53 per cent higher in Canada in 19 S 2. They accounted for a very small share 

of total, costs in each country *roughout the period.

After adjusting for the exchange rate, Canadian costs were 4 per Cent below U-S. 
Weis-in 198*.
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Domestic unit labour costs fluctuated above and below U.S. levels throughout the 
interval In 1983 and 1984, however, Canadian producers gained an advantage in this 

area as domestic costs decreased on a year-over-year basis by 11 per cent and L per 

Cent respectively In each of these years.

Unit depreciation payments increased dramatically in both countries over the period 

and were almost at the same level in 1982. Unit interest payments esralated at a 

much more rapid pace in Canada, however, and were 118 per cent above U.5. 

payments in 1982. They represented less than 5 per cent of total costs, however, 
and as such did not significantly affect Canada’s competitive position.

Unit material costs accounted for approximately 60 per cent of total factor costs in 

both countries in 1982. The average annual rate of growth for this input was 11.5 

per cent in Canada compared to 9 per cent in the U.S. While domestic material 

cost: were lower than U.S. costs for most of the 1970‘s, this higher growth rate in 

Canada raised domestic costs above U.S- levels throughout the 1980's. Canadian 
costs increased by 10 per cent from 1982 to 1984, while U.S. costs only increased by 

3.9 per cent. This raised domestic costs to a level of 21 percent above U.S. values 

in 1984.

On an exchange-rate-adjusted basis, the Canadian industry was more cost- 

competitive than the U.S. industry over the entire period, with total unit costs being 

19 per cent lower than in the U.S. in 1984.

The domestic Iron and Steel industry was cost-competitive with the U.S. industry 
until 1980 (pre-exchange-ad justment). By 1984, total domestic costs were 9 per 
cent above these in the U.S.

I
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The Canadian industry was more cust-competitive than their U.S. counterpart until 
1980 (pre-exchange-adjustment). Total costs were orily slightly higher than in the 
U.S. in 1980 and 1981, but jumped [1.3 per cent above U.S. levels in 1982. This vas 
due to the fact that total unit material costs increased by 5 per cent in Canada in 
that year, while falling 9.7 per cent in the U.S. Total costs between the two 
countries were brought back into line in [983, however, and total Canadian costs 
were only 3 percent above U.S. levels in 1984,

Domestic unit interest payments were substantially higher than U.S. levels (137 per 
cent in 1982) throughout the period and accounted for i*^ per cent of total Canadian 
costs in. 1982. On the other hand, U.S. unit depreciation payments were significantly 
higher than in Canada (100 per cent in 19^2) and represented 8.5 per cent, of total 
U.S. costs in 4982. The share fell to 5 per cent of total costs by the end of the 
period, however, as U.S. depreciation payments fell 40 per cent in 1983.

On an ex chan ge-rate-ad justed basis, Canadian producers held an advantage 
throughout most of the period, with costs being in the range of 17 to 2-6per cent 
below U.5. levels from 1980 to 1984.
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To be drafted when data anomolies are resolved
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On an exchange-rate-ad justed basis, Canadian costs vee 7.7 per cant lover than 

U.S. costs in 1984.

Ln 1982, unit material costs accounted for S1 per cent of total costs in Canada and 
74 per cent in the U.S. While Canadian costs in this area were lower than those in 
the U.S. over the first part of the 1970‘s, they exceeded U.S. levels for the 
remainder of the period. Domestic expenditures for this category grew at an. 
average annual rate of 10.7 per cent, compared to 9 per cent in the U.S. By 1984, 
domestic unit material casts were 9 per cent above U.S. levels-

The Canadian Pulp and Paper industry was at a cost disadvantage vis-a-vis their U.S. 
counterparts from 1975 en w ar ds ( pre-exchan g e-adjustient), in 1932 and 1983, total 
unit costs for the industry were over 25 per cent higher than in the U.S. The cast- 
gap narrowed somewhat in 1984, however, leaving Canadian producers with total 
costs 20 per cent above those in the U.5.

Canadian unit interest payments increased dramaticallyin 1931 and 1932, and were 
899 per cent higher than U.S. payments in 1982; accounting for 7 per cent of total 
Canadian costs. U.S. payments accounted for less than I per cent of total U.S. 
costs throughout the period- Domestic depreciation payments were 63 per cent 
higher than those in the U.S. in 1982 and accounted for 5.2 per cent of total 
Canadian CE515.

Unit labour costs accounted for 26 per cent of total Canadian costs in 1982 and 1.5 
per cent in the U.S. Canadian producers were burdened with significantly higher 
unit labour costs throughout the entire period. From 1980 to 1982, Canadian unit 
labour costs grew 22.6 per cent more than U.S. cost, leaving domestic Costs in 1982 
83 per cent higher than in the U.5. Unit labour costs for Canada decreased in 1983 
and increased only marginally in 1984, however, leaving Canadian costs only 62 per 
cent above U.S. levels by the end of the period. Canadian Labour was also far ess 
productive than in the U.5., and efficiency rates fell from 35 to approximately 65 
per cant of U.S. levels over the period.
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Canadian producers were at a cost disadvantage over most of the period, and total 

domestic unit costs began to increase at a much faste* pace than in the U.S. from 

1979 onwards (pre-excharige-adjustment). By 1984, domestic casts were 45 per cent 

higher than U.S. levels due to the fact that Canadian unit material costs increased 

by 41 per cent from 1979 to 1984 compared to a 19 per cent increase in U.S. 
material costs over the same period. By 1984, Canadian costs in this area were 147

On an exchange-rate-ad  justed basis, Canadian costs were • 1E per cent above U.S. 

levels in 1984.

-+2 *

Unit labour costs accounted for 23 per cent of total factor costs in Canada in 1982 
and 45 per cent in the U.S. Canadian costs Were 40 to 45 per cent below U.S. levels 
in all years except 1982 and 1983. This was due to the fact that U.S. costs 

decreased by approximately 2.5 per cent in. each of these years, while Canadian 

costs increased by 21 per cent and 5.5 per cent in 1982 and 1983 respectively. 

Domestic costs for this input were once again about 40 per cent below U.S. costs by 

1984, due to the fact that Canadian unit labour costs fell 20.7 per cent that year. 

Canadian labour was less efficient throughout the entire period, although domestic 

productivity rates Improved substantially over the 1970‘s. Although Canadian 

productivity fell sharply relative to the U.S. in the early 1930's, domestic rates were 

Close to 90 per cent of the U.S. levels by the end of the period.

Unit depreciation payments increased significantly over the interval in the U.S.; 

leaving U.S. costs 45 per cent above Canadian levels in. 1982. Depreciation 

payments accounted for 6 per cent of total U.5. costs in that year and only 2.4 per 

cent of total Canadian costs.

Unit interest payments grew much more rapidly In Canada, increasing 66 per cent in 

1982 and bringing Canadian costs 126 per cent above U.S. payments. This category 

only accounted for 3 per cent of total Canadian costs at that time.

I



I
I
I
I

APPEND EX

I
I
I

I
I
I

I
I

I



I CAN ADLAN DATA DEFMHIONS
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I A three-sector Iput-Ourput table is shown below.

I An Input-Output Table For Hypothetical Economy

Purchases

I
I
I
I

$2,800.00I $. 900.00 $750.001,150.00

I
I
I
I
I - A2 -

I

. 150.00 
250.00 
80.00 

420.00

900.00
1,150.00

750,00

50.00
150.00
50.00

500.00

300,00
150.00
120.00
530.00

(4)
Final

Demand

Total Valve, 
of Inputs

400.00
600.00
500.00

1,500.00

Household
Consumption)

()
Gross 

Production 
Including 

Commodities
Used Up

Agriculture 
Manufacturing 
Services
Primary Inputs 
(e.g., Labour)

Total final demands Listed in column (4) require the intermediate levels of production in 
columns (1) to (3). Reading across a- row shows all the uses of the product- Reading down a 
column shows all the inputs required to make the product.

The columns ■ in the table show the value of inputs for purchases) used for that 

sector’s production process, and the rows List the value of outputs, (that is, that 

sector's distribution to other sectors or to final consumption). Each sector appears 

twice in the table — once as a purchaser and once as a seller. Since this is true, and 

since any increase in output implies a corresponding increase in inputs, an Input-

Statistics Canada maintains annual, current- and constant-dollar Input Output (1-0) 

tables for Canada covering the period 1961 to 1980. An 1-0 table provides a 

structural picture of inter-industrial transactions-'in the Canadian economy. The • 

basic unit of the table is a sector or industry. Sectors use products of other sectors 

as inputs for their own manufacturing activity; these same sectors distribute their 

products either to other sectors, where they become inputs into additional 

production processes (known as intermediate flows), or to a final consumer who uses 

the product as is*

(1) (2) (3)
Agriculture Manufacturing Services
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The tables also include a section for value-added, defined as the difference between 
the • value of the goods produced and the cost of the materials used in producing 
those goods. Actual Canadian - tables are in the form of a LSI by 191 matrix. 
For each industry, data is captured on the folowing: inter-industry purchases of 
materials; expenditures on government goods and services; commodity indirect 
taxes; subsidies; other indirect taxes; wages and salaries; supplementary labour 
income; net income of unincorporated business; and, other operating surplus, with 
the exception of capital-reiated measures, all of the Canadian data used in the study 
were retrieved from this source.

Output table reflects the in tar-relation ships of industrial activity throughout the 
economy.

I
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I Industries lcluided*Sectors Analyzed

I
I
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22. . . Electrical Products IndustriesI
I
I
I
I
I

• See accompanying Table 2 on Aggregation Parameters

I - A4,

I

Non-Metalic Mineral Products Industries 
Petroleum & Coal Products Industries 
Chemical & Chemical Products Industries

Sectors Not Analyzed, But 
Contained In Re-Defined Maric

■ I
2
3

' 4-7
8-9 

10-15 
16-32 
33-34 
35-38 
39-42 
43-55 
56—57

58 
59-64 
55-6% 
69-72 
73-74 
75-82 
83-91 
92-95

96-102
101-110 
111-120 
121-122 
123-130

Miscellaneous Manufacturing
Construction
Transportation & Storage
Communication
Electrical Power Utilities
Other Utilities
Trade
Finance, Insurance & Real Estate
Education, Health & Business Services
Transportation Margins
Office Operating, Lab. & Food ■
Travel, Advertising & Promotion .

23.
24.
25.

131-137
138—148
147-157
158-160

161
162-163
164-165
166170 
171-183

187
184-188,188,191 

189-150

26.
27.
28.
29.
30.
31.
32.
33.

30, 
35.
36.
37.

Agriculture
Forestry
Fishing, Hunting & Trapping
Metal Mines
Mineral Fuels
Non-Metal Mines à Quarries
Food'à Beverage Industries
Tobacco Products Industries
Rubber & Plastics Products Industries
Leather Industries
Textile Industries
Knitting Mills
Clothing Industries
Wood Industries
Furniture & Fixture Industries
Paper & Allied Industries
Printing & Publishing
Primary Metal industries
Metal Fabricating Industries
Machinery industries
Transportation Equipment Industries

1.
2.

4.
5.
6.
7.
8.
9.

10. 
IL 
12.
13.
14.
15.
16.
17.
18.
19.

20.
21.

Table 1
Canadian industry Groupings

To make the data set more manageable, the current-dollar tables were re- 
aggregated into a 37-sec tor economy.
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IA second matrix (5 by *as creates lor the tiv- incust-v sub-3 roups: Iron ^d 
Steel; Synthetic Textiles; Meter Vehicles Accessories and Parr; Pulp and Paper; and 
Metal Stamping, Pressing and Coating- I
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Industry selling price indices and proxies thereof were selected from the CANSIM 
data base and the DR1 Canadian model data base foreach of the materials used (see 
Tables 3 and 4). Where necessary, these, were re-based to equal 100 in 1971.

Total material costs were calculated for each of the 30 industries under evaluation 
using the I-0 data. A historical unit material cost measure was created by dividing 
total nominal-dollar expenditures for materials In. each year by constant-dollar 
(197 157 gross output for the overall industry. Since Canadian data is only available 
to 1980, it was necessary to extrapolate material costs to 1984. This was done by 
accounting for both price and productivity changes.

A. Total Material Costs

I



INDUSTRY I
I
I
I
I
I
I#

I
I
I
I
I
I
I
IAS

I

HA 
NA 
HA 
NA
KA
NA

D500001 
0511200 
D511500 
D513 40 0 
D514500 
0516600 
D517501 
D519100 
D523200 
D524200 
0627120 
D527100 
D529400 
D532900 
5535801 
D537300 
0541 400 
0544000 
0545200

HA 
D524201 
D53 0301 
D536401 
0527101

Table 3
Industry Selling Price index 1971=100

AGRICULTORE 
FORESTRY 
PISEETRAP 
METAL MINES 
MIN FUELS 
OTH2R MINING 
FOCD&BEV 

TOBACCO 
RUBBER 

LZATSER 
TEX MILLS 
KNIT KILLS 
CLOTSING 
WCOD IBD 
PORNITORE 
PAPERA 
PRINTAFGS 
PRIMARY MET 
METAL PAB. 
MACE INERY 
TRANS EQUP 
ELECTRICAL 
MOH-METAL 
P2TECOAL 
CHEMICALS 
STATE TEX 
FULP % PAPER 
HETAL SIMP 
*Vt PARTS 
IROMLSTEE

SOURCE: STATISTICS CANADA AIMI BAS2, MATRIX 655 THRCOG: 674, 964

THDOSTRY SELING PRICE INDEX 197 >10 0
- ===== • uu’i * m == == mi • m ■   ======== 1m=-m=*==ou= • ===== =-==-= ===== =====-==-==

I
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Table &
Miscellaneous Generated Prices

MISCELLANEOUS GENERATED PRICES

GENERATED PRICE - COS SUMPTION OP FUEL
GENERATED PRICE - COMMUNICATION
GSNESÂTÉD PRICE - EDUCATION, HEALTH fc BUSINESS
GENERATED PRICE - FINANCE, INSURANCE & REAL ESTATE
GENERATED PRICE - FORESTRY
GENERATED PRICE - MISCELLANEOUS KÂNUFACTURING 
GENERATED PRICE - OFFICE, OPERATING, LAB t FOOD 
GENERATED PRICE - PRINTING, PUBLISHING k ALLIED 
GENERATED PRICE - TRAVEL, ADVERTISING 6 PROMOTION 
GENERATED PRICE - TRASSPORTÂÎON Ê STORAGE 
GENERATED PRICE - WHOLESALE * RETAIL TRADE 
GENERATED PRICE - TRANSPORTATION MARGINS 
GENERATED PRICE - UTILITIES, OTHER

GPCSFUEL
GROOM
GPBDSBÀâ
GPPI&R
GPPOR
GPRMISC
GFOQLF
GPPHN.TS .
GPTAP
ÛTTR6S
GPTRADE
GFTRMAR
GPÜTO

PRICS INDEX - AGRICULTURE AT THE FARM {1571-10 Q) 
PRICE INDEX - CONSTRUCTION INDUSTRY 
PRICE INDEX - ELECTRICITY 
PRICE INDEX (CPI) - PISH

WHOLESALE PRICE - METALS
WHOLESALE" PRICE * NOSKETALLIC MINERALS

MACRO ECONOMIC MODEL DATA BANK, @CANADA/QDATA

PAR
PCNST
PELEC
PFISS

PWMIXTL'
FtfMINM

SOURCE: DRI

- A10 -
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where i = incustries ! to 30 I
I
I
I

- All - I
I

Over the period 1981 to 1984, unit material CosE were calculated by multiplying the 
value of unit material costs in 1980 by the indexed coefficient and the weighted 

material price index.

Weighted Material Price Index n (1980 - 1)

Coefficientg) 

index

Technical creifici ents, defined as ratios of total real material input costs tB total 
real output by industry, were constructed from the constant-dollar L-O tables- 
These coefficients, which reflect the changing composition of material input usage 
across, industries over time, were then regressed on an annual time trend over the 
period 1971 to 1980. Where significant statistical relationships existed, an equation 
was formed to project the coefficients over the 1981 to 1984 period. In all other 
instances, they were held constant at 1980 levels.. All ‘coefficients were then 
transformed into an index number set equal to 1 in 1980.

Shares of each of the 37 material input purchases to total material expenditures 
were then calculated by industry. The product of these shares, multiplied by the 
relevant industry selling price indices, were summed to produce a weighted material 
price index for each industry. This was set equal to 1 in 1980.

Weighted Material Price

= 2 shareg) * price indezg 

i=l
where i = industries 1 to 30

j 3 materials 1- to 37

Unit Material CEX193 to 1984) = Unit Material Cast (1980) * indexed

i
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I
I
I
I

I
I Average Number of

I
I where i = industries I to 30

I
I
I
I
I
I
I
I ?
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Over the period 1971 tn 1980, unit labour costs for ail 30 industries were defined as 
being the sum of wages, salaries and supplementary labour income divided by rea 
gross output (19715). Supplementary labour income includes employer contributions 
to health/welfare programs, U.LC. contributions, payments in kind, or irregularly ar 
infrequently paid bonuses, etc. All data was sourced from the 1—0 tables.

Average hourly earnings and employment information was taken from the CANSIM 
base (see Table 5). Real gross output was assumed to grow at the same rate as the . 
corresponding real domestic product measure available in the CANSIM base (see 
Table 6). Growth rates were calculated for the proxy over the 1981 to 1984 period, 
and these rates were applied to the 1980 Î-O unit labour cost measure to extrapolate 
the data to 1924.

In all but three cases, the technique used to extrapolate these measures over the 
1981 tp 1984 interval first involved creating a proxy defined as average hourly 
earnings multiplied by the number of employees (to represent wages, salaries and 
supplementary labour income)’ divided by real gross output.

B. Unit Labour Casts

\ Data on number of employee hours was not available.

Unit Labour Cost ProxY() (1981 to 1984) = Hourly Earnings;) * Employees)

Real. Gross Output (19715),

I



ITable 5

IHOOSTRY GROSS DOMESTIC PRODUCT CONSTANT 1571 PRICES I
I
I
I
I
I

PRIMARY

I
I
I
I

I
I
I
I
I- Ri3 -

I

AGRICULTURE 
FORESTAY 
FISB&TRAP 
METAL MINES 
AIN FUELS' 
CTHER MINING 
POOD&BEV 
TOBACC 
ROBBER 
LEATHER 
TE% MILLS 
KNIT MILLS 
CLOTSING 
WOOD IND 
FURNITURE 
PAPER:
PRINT &PUB

0141941 
0141942 
0141943 
DI 41945 
0143829 
0143832 
0141956 
0141969 
0141970 
DI 41 97 3 
0141975 
0141978 
D141979 
0141983 
0141987 
D141989 
DI 41 993 
0141996 
0142001 
0142007 
D142009 
0142016 
0142023 
DI42027

----- 0142029 - 
0143857 
0141990
DI 43 883 
0143892 
0141997

METAL PAB 
MACHINERY 
TRANS EQ0? 
ELECTRICAL 
MON-METAL 
PETSCDAL 
CHEMICALS 
MAN-MADE FIBRE 
PUL?SPARER 
AETAL STHP 
AVAPARTS 
IRCHSSTEEL

sot RCE: STATISTICS CAM ADA MINI BASE, MATRIX 1126

H emr

i
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I Table 6

INDUSTRY
NEWI OLD

** 0772020

I
I
I
I
I
I
I
I
I
I
I
I
I
I • All -

I

OLD EMPLOYMENT EARNINGS AND HOURS SURVEY, AVERAGE HOURLY 
EARNINGS OF HOURLY-BATED WAGE- EARNERS AND EMPLOYMNET INDEXES, 
MATRIX 1432 & 1435

0700100 
NA

D700104 
D700106 
D700111 
0700118 
D700134 
0700136
D700141 
0700144
D700151 
D7QÛ154 
D700158 
0700162 
D700165
D7QÛ171 
D700174 
0700180 
0700189. 
0700192.
D700198 
0700206 
0700210 
0700213 
0700147
D700167 
0700184 
D700196 
0700147

AGRICULTURE 
FORESTRY 
FISE&TRAP 
METAL MINES 
MIN FUELS 
NON-MET MINES 
FOOD&BEV 
TOBACCO 
RUBBER 
LEATHER 
TEX MILLS 
KNIT MILLS 
CLOTHING 
WOOD IND 
FURNITURE 
PAPERS 
FRINTiPUB 
PRIMARY MET 
METAL FAB 
MACHINERY 
TRANS EQUP 
ELECTRICAL 
MON-KETAL 
PETICOAL 
CHEMICALS 
MAN-HADE FIBRE 
POLPGPAPER 
METAL STMP 
MV &P ARTS 
IRONSTEEL

• 95249
NA
NA 

0708301 
0708305 
0708307 
D708314 
0708329 
D708331 
D708335 
0708338 
D7 08345 
D708348 
D7Q8352 
0708356 
0708359 
£708363 
D708366 
0708371 
5708380 
D7083 83 
D7Q83S9 
0708396 
D708400 
D708402 
D70 83 41 
0708360 
0708375. 
D708387 
070 83 67

L3 
HA
L7
Li 3
LI 6
L9
Li 01
L103

- 1106
Ull
LI 21
LI 2 4
L29 
136
LI 31
LI 3 6
L41
L49
L59
L54
L7 2 
LSI 
1141
U44
L114 
1132
L53 
L68
L42

15583 
NA

15587 
15593 
L5596 
L5670 
L5681 
15683 
L5686
L5 651 
15701
L5704 ' 
L5609 
15616

15716 
15621
L5625 
L5635 
15644
L5652 
15661 
15721 
15724 
15694 
15712 
15633
L5648 
15622

AVG. HOURLY EARNINGS 
OLD HEW

SOURCE: STATISTICS CANADA MAIN AND MINI BASE

REVISED EMPLOYMENT, PAYROLLS AND HOURS SURVEY, AVERAGE HOURLY 
EARNINGS OF OF EMPLOYEES PAID BY HOUR AND NUMBER OF EMPLOYEES, 
MATRIX 8003 s 9 0 21

** D772020, EMPLOYED IN AGRICULTURE, MATRIX 2075 , LABOUR FORCE SURVEY

NO. OF EMPLOYEES

* D5249, WAGES AND SALARIES, AGRICULTURE, FISHING, HUNTING AND
TRAPPING, MATRIX 17 92

I



Table 7

(2)(1} (4)IHDUSTAY (33

. D1880903
3

I
I

I
I
I
I
I
I
I- A20 -

J

01881 a 
018816

0138094
0188095
0188090
0188097
018809
018809
018810

018811 
D18814 
D18816 
018817

018809 
618809 
D18809

018810
018810

0197186 
D187187 
D187168
Pl 87.189 
0187190 
©187191 
0187192 
0187193 
0187194 
0187195 
D187196 
0187197 
0187198 
0187199 
0187.20'0 
0187 201 
D187202 
D187203 
0187204 
D187 205 
0187206 
0187207 
0187208 
D187209 
0137 210 
DI 87 211 
0187239 
DI 87258 
DI 37 271 
0187281 
"DI 87265

( 1) MATERIALS
(2}BCHD INTEREST
(3)MORTGME INTEREST
(4 OTHER IBTERZST
(5) TAXES OTHER THAN DIRECT TAXES
(6) DEPRECIATION

DI 87412 
0197413 
DI 37 414 
0187415 
0187416 
Pl 37417 
0187418 
0187419 
0187420 
D187 421 

. 0187 422 
0187 423 
0137424 
0187425 
0187426 
0187427 
0187428 
0187429 
0187430 
D187 431 
0187 432 
0187 433 
0187 43 4 
0187 435 
0187436 
0187437 
0187465 
0137 484 
D3 87 497 
0187 507 
0187491

0185830 
0185 331
D18S 832 
DIBS S33
0185834 
0185835 
0185 83 6 
0185837 
0135 83 8 
018583 9 
0165 840 
0185841 
D185842 
D185843 
©185844 
0185345 
0185546 
0135847 
D185848 
0135849 
0135 850 
0185 851 
0185852 
0.85853 
0185854 
01 8585 5 
0185883 
03 85 902 
0185915 
D185925 
0135 90 3

AGRICULTURE ■ 
FORESTRY 
PISHGTRAP 
METAL MISES 
AIN FUELS 
CTAER MINING 
FOOD 
BEVERAGES 
TOBACCO 
ROBSER 
LEATHER 
TEX MILLS 
KHIT MILLS 
CLOTHING 
HOOD IND 
FURNITURE 
PAPSR: 
PRINTSPUB 
PRIMARY MET 
METAL FAS 
AACSIHZRY 
TRANS EgUP 
ELECTRICAL 
MON-METAL 
PETECDAL 
CREXICALS 
SYNTH TEX 
POLP&FAPER 
METAL STHP 
RV a? ARTS 
IRONS STEEL

0187638 
0187539 
0187640 
01'87^41 
0187542 
0187543 
0187644 
0187645 
0187846 
0187647 
5187648 
0187649 
0187650 
0187 6 51 
0187652 
0187653 
0187654 
0187 6 55 
0187556 
0187 6 57 
0187658 
0187653 
DI 87660 
0187651 
DI 37 662 
0187663 
0137691 
0187710 
0187723 
0137733 
0187717

0187864 
01 87 865 
0187866 
D187867 
0187 86 8 
0187 36 9 
0187870 
0187 871 
0187872 
D187873 
0187 87 4 
0187875 
0187 87 6 
0187 877 
0187878 
0137 879 
0187880 
0137881 
0137882 
DI 87 8 83 
0187884 
0167885 
0187886 
Di 87 887 
0187888 
0187 889 
1187917 
D187 936 
0187949 
0187 95.9 
0187943

I 2
E

' 018810^ 
0188102 
0188102 
0188104

0188107
018810% 
dibsigI 
0188115 
Di 88111 
0188113 
0188113
0188114

SOC202: STATISTICS CANADA HAIR R&5E, MATRIX 5113 TARCUGE 5205, 
QFROPATE FINANCIAL STATISTICS

(5) (61J
I
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Unit material costs were defined as no minai -do 11 ar expenditures on materials 
divided by real output (19715) for the industry in question-

Using the information on output from BIE and value-added from BEA, material costs 
for each industry were calculated as the difference between nominal output and 
value-added:

GPO data represents value-added and includes measures of: wages and salaries; 
supplements to wages and salaries; net allowances; non-curporate capital adjustment 
allowances; indirect business taxes and non-tax liabilities; business transfer 
payments; corporate profits before taxes; non-corporate income; corporate 
inventory evaluation adjustments; rental income of persons; government subsidies; 
and current surpluses of government enterprises.

All U.S. data used in the study is collected by the U.S. Department of Commerce. 
Output and employment information is complied by the Bureau of Industrial 
Economics (BIE). This data is establishment-based and is consistent with the 
corresponding data used for Canadian industries. Indirect taxes, interest payments 
and depreciation are also establishment-based and comes from the Gross Product 
Originating (GPO) Tapes complied by the Bureau of Economic Analysis (BEA).

Unit labour costs were defined as nominal-dollar expenditures on wages, salaries and 
supplementary labour income divided by real output (19715) per industry. As in the 
case of the Canadian data, supplements include pension and profit-sharing 
contributions, group insurance, workmen’s compensation, supplemental 
unemployment, etc.

A. Unit Material Costs

8. Unit Labour Costs

C. Labour Productivity

U.S. DATA DEFINITIONS
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Labour productivity was calculated as the ratio of real cutsut (19715) to total 
number of employees millions).

Indirect taxes include saies, excise and property taxes, and windfall profits an crude 
oil production. It also includes nan-tax fab LU ties such as royalty payments. Unit 
gross indirect taxes were defined as the ratio of gross indirect taxes to real output 
per industry (15715).

E. Interest Payments arid Depeesiation

D. Unit Grass Indirect Taxes

Interest payments include interest from all sources Including bonds and mortgages. 
Depreciation is based on the back-value of assets and consists of depreciation 
changes and accidental damage to business capital for non-farm business. For farms 
and non-profit organizations, it is calculated by BEA based on . straight- line 
depreciation and historical costs. This data is taken from the CPC tapes and is 
=stab Ils hment-based. Unit interest payments were calculated as the ratio of
nominal interest payments to real output (19715) per industry- Unit depreciation 
wascalculated as the ratio of nominal depreciation payments to real output (19715) ’ 
per industry.

I
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The model was re-aggregated to correspond to the 30 industry sectors under 
evaluation in the study to provide the 1983 and 1984 data required.

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

2
DRIs 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 DRIs macroeconomic model to provide regular forecasts of 
output, employment, production costs and other key factors.

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