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ABSTRACT

The purpose of this paper is to analyse the multi-factor productivity (MFP) gap between Canadian- and
foreign-controlled manufacturing firms. The evidence from micro (firm-level) data suggests that
Canadian-controlled firms, on average, were 25 percent less productive than their foreign-controlled
counterparts over the 1985-88 period. The MFP gap, however, narrowed to about 16 percent during the
1989-95 period. Labour quality, unionization, firm size, and industry dummies are significant
determinants of inter-firm variations in productivity levels. However, they did not contribute to the MFP
gap between Canadian- and foreign-controlled firms. In addition, contrary to popular perceptions,
Canadian-controlled firms are not concentrated in low-productivity industries.






I. INTRODUCTION

The dramatic reduction in transportation and communication costs and the intense international
competition for markets, capital, and technology have considerably increased the globalization of
business. The Canadian business community has taken an active part in this process: Canada’s trade and
investment orientation is more than twice the average of the other G-7 countries, and the gap has widened
over the past 10 years. Today, exports account for more than 40 percent of Canada’s gross domestic
product (GDP), and imports play an equally significant role in the Canadian economy. Likewise, the
shares of inward and outward foreign direct investment stocks in GDP have increased significantly in the
past decade.

Recent research suggests that foreign direct investment, trade, and technology/knowledge flows
complement each other (Gera, Gu, and Lee, 1999; McFetridge, 1998; Rao and Ahmad, 1996; Rao,
Legault, and Ahmad, 1994). For example, intra-firm trade accounts for close to half of all trade flows
between Canada and the United States. One in 10 jobs in Canada depends directly on inward foreign
direct investment. Foreign-controlled companies contribute about half of all Canada’s manufacturing
output, and their share has been increasing over the past 10 years.

Despite this growing trade and investment orientation, Canada’s productivity and real income
performance has been lagging behind that of other members of the Organisation for Economic Co-
operation and Development (OECD). More worryingly, the Canada-U.S. manufacturing labour
productivity gap has widened considerably since 1985, and Canada’s productivity level is below that of
the United States in most manufacturing industries (at the two-digit level). This widening of the
productivity gap is surprising and seems to be inconsistent with the rising trade and investment
orientation: theoretical and empirical research to date strongly suggests that an increase in foreign direct
investment (both inward and outward) leads to trade expansion, increases technology and knowledge
exchange, and improves productivity in both host and home countries (McFetridge, 1998; Globerman,
Ries, and Vertinsky, 1994; Corvari and Wisner, 1993).

As expected, Canada’s weak productivity record in the 1990s has attracted considerable attention
among policy makers, the media, and academics. Some observers have actually blamed freer trade and
the growing trade and investment orientation of the Canadian economy for the widening of the Canada-
U.S. manufacturing labour productivity gap. The main goal of this paper, therefore, is to explore the role
of foreign-controlled firms with respect to Canada’s poor manufacturing productivity record. Using firm-
level data, the paper examines the multi-factor productivity (MFP) performance of foreign- and Canadian-
controlled firms and tries to answer the following important research questions:

— Are foreign-controlled manufacturing firms more (or less) productive than Canadian-controlled
ones?

— Did the productivity gap widen (or narrow) during the 1990s?

— What factors explain (or do not explain) the difference in productivity performance?

The paper is complementary to work by Globerman, Ries, and Vertinsky (1994, hereafter referred
to as GRV), and Corvari and Wisner (1993, hereafter CW). GRV compare the economic performance of
Canadian- and foreign-controlled establishments, using Statistics Canada’s Censuses of Manufacturing,
Mines and Logging for 1986. They show that foreign affiliates had significantly higher value-added per
worker but that this difference vanished once factors such as size and capital intensity were taken into
account." Using industry-level data, CW also arrived at the conclusion that foreign-controlled
establishments had a higher value-added labour productivity level than domestic-controlled
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establishments. They used labour intensity, labour quality, energy intensity, and R&D intensity, among
others, in their attempts to explain the gap, but found that only energy intensity played a role in that
regard.’

To some extent, our paper is also complementary to a more recent study by Baldwin and
Dhaliwal (1998, hereafter BD). These authors examine labour productivity differences between domestic
and foreign-controlled firms in the Canadian manufacturing sector, using the micro-economic
establishments data collected in the Canadian Census of Manufacturers for the period 1973-93. Their
analysis shows that Canadian-controlled manufacturing firms in different size and growth groups lagged
behind their foreign-controlled counterparts in labour productivity growth.

Our study differs from BD, GRV, and CW on several aspects. First, we focus on multi-factor
productivity measures rather than on partial productivity measures such as labour productivity. Second,
we examine the impact of labour quality, firm vintage, export orientation, unionization, firm size, and
industrial structure on inter-firm variations in productivity levels, and the productivity level gap between
Canadian- and foreign-controlled firms.> Third, we use micro, firm-level data covering a period of
11 years.* The panel data on companies enable us to better capture firm-specific characteristics than do
industry-level data, and to monitor productivity movements over time. In addition, our data are more up-
to-date than those used by the other analysts.

Our research shows that, on average, Canadian-controlled manufacturing firms were 25 percent
less productive than foreign-controlled firms during the 1985-88 period. The gap in MFP levels,
however, narrowed to 16 percent over the 1989-95 period. Differences in labour quality, firm vintage,
unionisation, export orientation, firm size, and industrial structure were not responsible for the superior
productivity performance of foreign-controlled firms. Rather, differences in technological know-how and
managerial strategies may have accounted for the productivity gap. These results imply that foreign
ownership is not responsible for the widening of the Canada-U.S. productivity gap in manufacturing. On
the contrary, our results suggest that without the greater foreign direct investment orientation, the gap
would have been wider.

The remainder of the paper is organized as follows. In section 2, we identify five key
determinants of productivity efficiency. In section 3, we outline an empirical framework for productivity
level comparisons. Section 4 describes the characteristics of the manufacturing firms in our sample and
discusses the regression results on the determinants of productivity performance of foreign- and
Canadian-controlled firms. The role of industrial structure in the productivity gap is examined in
section 5. In our final section, we summarize the main findings of our research and discuss their possible
implications.



II. DETERMINANTS OF PRODUCTIVITY DIFFERENCES

Many studies attempt to explain productivity differences via observed differences among countries with
respect to the factors that drive productivity. For example, Englander and Gurney (1994) use aggregate
cross-country data to investigate the determinants of productivity growth. They find that inter-country
differences in education and R&D contribute to the differences in productivity growth among countries.
Pilat (1996) shows that the degree of competition and the growth of R&D stocks are positively related to
productivity growth. Van Ark and Pilat (1993) explain differences in labour productivity levels of
manufacturing industries between Germany, Japan, and the United States in terms of differences in capital
intensity, labour quality, and industrial structure. Globerman, Ries and Vertinsky (1994) show that the
labour productivity level advantage of foreign-controlled firms is entirely the result of differences in
average firm size and capital intensity. Corvari and Wisner (1993) use labour intensity and quality, as
well as energy and R&D intensity, among other factors, in their efforts to explain the labour productivity
gap between Canadian-controlled firms and their foreign-controlled counterparts. Among these variables,
they find that only energy intensity played a significant role. Consequently, much of the gap was not
explained by differences in those variables.

In summary, past empirical studies suggest that differences in labour quality, R&D, the degree of
competition, firm size, industrial structure, investment, technological know-how, and the effectiveness of
managerial practices play an important role in explaining labour productivity differences.

We have identified five factors to explain inter-firm differences in MFP levels in the two groups
of manufacturing firms — namely, labour quality, firm vintage, unionization, export orientation, and firm
size.” Labour quality will be positively associated with productivity since skilled workers are more
efficient than unskilled workers in operating machines and raising productivity. In this paper, we use the
proportion of white-collar workers in total employment as a proxy for labour quality, because in general
workers in these occupational groups have much higher skills than those in blue-collar occupational
groups.

A priori, the effect of firm vintage (age) on productivity is ambiguous. Older firms tend to have
more experience due to “learning-by-doing,” as well as more established and efficient supply and
distribution systems, factors that have a positive influence on productivity. On the other hand, old firms
tend to be less flexible in their operations and are equipped with older capital stock,® which can have a
negative impact on overall efficiency.

Trade unions clearly affect the distribution of profits, but their impact on productivity is not clear
(Kuhn, 1998). They affect productivity through their influence on the production process. On the one
hand, unions improve productivity by reducing labour turnover and by monitoring and putting pressure on
management to continuously refine the firm’s operations. On the other hand, unionization can have a
negative influence on productivity as a result of strikes and lockouts. The empirical results on this issue
are also mixed: Brown and Medoff (1978) and Clark (1980) found that unions have a positive influence
on productivity, whereas Machin (1991) and Hoxby (1996) found the opposite.

All other things being equal, the export orientation variable should have a positive impact on
MFP thanks to its influence on competition, innovation, and scale economies. Baily and Gersbach (1995)
state that “the greater the exposure of an industry to best-practice methods, the closer it is to best-practice
productivity.” Pilat (1996), Nickell (1996), and Rao and Ahmad (1996) also show that productivity is
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positively related to outward orientation because of the increased exposure to global competition and
best-practice methods.

Firm size is introduced to capture differences in technology and innovative capacity across firms
of different sizes.” Firm size can exert two opposing influences on productivity. Larger firms tend to
have access to a larger pool of technology and to benefit more from scale economies. On the other hand,
they tend to be less flexible in their operations, which could have a negative impact on productivity.
Overall, however, the positive influences are expected to outweigh the negative ones. To capture the size
effects, we divide the sample firms into three size classes: small firms, with fewer than 100 employees;
medium-size firms, with between 100 and 499 employees; and large firms, with 500 employees or more.



1. EMPIRICAL FRAMEWORK

We assume that each firm’s production activity is characterized by the following Cobb-Douglas
production function®:

D Y=AZ)K*KLM™,

where Y is gross output, K is capital input, L is labour input, and M represents intermediate inputs. o ,

a,,and a,, are the elasticities of output with respect to K, L, and M, and A is the efficiency parameter.

As discussed in the previous section, we assume that production efficiency is a function of Z variables:
labour quality, firm vintage, unionization, export orientation, and firm size.

The log-linear form of equation (1) is as follows:

In(Y) =a,+a,P,+a, P +a,D+a, DIP,+a, DR +3a, |
(2) +0a,InQ +a,InV +ayInU +a.E +ag S, +a; S,
+a/InL+a,InK +a,,InM ,

where 1, is a dummy for industry i aimed at capturing industry-specific impacts on productivity;
P, and P, are dummies for the periods 1989-92 and 1993-95 respectively (1985-88 is the control

group);”

D is an ownership dummy, equal to one for Canadian-controlled firms and zero otherwise;

Q denotes labour quality, proxied by the share of white-collar employees in total employment;

V denotes firm vintage (age);

U denotes unionization, equal to one for unionized firms and zero otherwise;

E is the export orientation dummy, equal to one if the firm exports and zero otherwise;

S, and S, are firm-size dummies for medium-sized and large firms, respectively (small firms are

the control group).

Using production function (2), we could compute the MFP level for each firm. However, we are
interested in comparing the average productivity level of Canadian-controlled firms with that of foreign-
controlled firms. Average MFP levels for the two groups can be calculated by assigning an equal weight
to all firms. This scheme, unfortunately, tends to overestimate the contribution of small and medium-
sized firms and to underestimate the contribution of large firms to the group’s aggregate productivity
level. We can overcome this problem by assigning different weights to firms of different sizes, using
gross output shares as weights. For example, we define the firm average of variable X (in logarithm) for

N _ _

group i in sub-period t as InXt = > wiIn( X3, ). N/ denotes the number of observations in group i in
j=1

sub-period t, and Wijt denotes the gross-output share of observation j in group i in sub-period t. Note that

N -
> W;t = 1for each group in each sub-period, so that InX is the weighted sum of logarithmic values of
j=1

variable X for group i in sub-period t.
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We first estimate the aggregate productivity gap between Canadian- and foreign-controlled firms
in the manufacturing sector. We define the logarithmic MFP gap (without accounting for the differences
in the Z variables) between the two sets of firms in sub-period t as the difference in their aggregate MFP
levels:

3) INMFPG, = InMFP; —InMFP; ,

where In MFPtC and In MFPtF are the weighted sums of the logs of the MFP levels of Canadian- and
foreign-controlled manufacturing firms. The logarithmic MFP level of firm j controlled by group i in

sub-period t, InMFP! | is defined as

jt
@) InMFP; =In(Y ), -4, In(L), -d, In(K)}, -d,, In(M)’, .

The MFP gap is the residual and could not be explained by capital, labour, and intermediate
inputs. In order to examine what factors contributed to the MFP gap, we arrange equation (3) by using
equations (2) and (4) and alternatively present equation (3) as

(5) INMFPG, =d, +y @&, AlnZx,

where @, = AIn(Y), -y &, AInZi -G, An(L ), -, AIn(K), =@, AIn(M ), and

AlnX: =InX¢ —InX: for any variable X.

The MFP gap consists of two terms. &D‘ is the MFP gap after accounting for differences in the

explanatory variables (Z) between the two sets of firms. The second term represents the contribution of
the differences in Z variables to the MFP gap. The contribution of each explanatory variable Z; is

éziAEi .



IV. EMPIRICAL ANALYSIS

In this section, we present the empirical results of our investigation. First, we describe briefly the micro-
data set used for the analysis.

Data

The data on Canadian- and foreign-controlled firms were compiled from a number of sources. The
primary sources were the Compustat and Compact-Disclosure/Canada databases, supplemented by data
from Micromedia’s “Profile Canada,” Moody’s International, Statistics Canada’s Inter-Corporate
Ownership, and the Canadian Trade Index of the Alliance of Manufacturers & Exporters Canada. All
Canadian-based manufacturing firms for which financial data are available were selected.’® A detailed
description of data sources is contained in Appendix A. Most of the sampled firms are publicly traded
companies, listed either on the Canadian or the American stock exchanges. A firm is labeled as
Canadian-controlled if it is ultimately controlled by Canadians; otherwise it is considered as foreign-
controlled.™

After eliminating outliers, our sample consisted of 1179 and 631 observations for Canadian- and
foreign-controlled manufacturing firms, respectively, over the 1985-95 period.** These firms were
classified into 19 manufacturing industries (corresponding to the two-digit level of Statistics Canada) on
the basis of the Standard Industrial Classification (SCI) code given to each firm in the databases. The
average firm size, measured in terms of output and employment, for the two groups of firms in the three
sub-periods is displayed in Table 1, which shows that the average size of foreign-controlled firms,
measured by output, is significantly greater than that of Canadian-controlled firms. The opposite is true
when size is measured by employment. These results imply that, on average, labour productivity (gross
output per employee) of Canadian-controlled firms is considerably below that of their foreign-controlled
counterparts. Table 2 shows that our sample firms cover more than 50 percent of the manufacturing
sector gross output.

Table 1
Number of Observations and Average Size of Firms
by Period and Firm Group

Canadian-controlled Foreign-controlled
. i Average size i Average size
Period Observations Observations
Employees Output* Employees = Output*

1985-88 278 7,637 1,045 141 5,982 1,941
1989-92 486 5,259 808 353 2,250 687
1993-95 415 4,130 763 137 3,404 1,368
1985-95 1,179 5,422 848 631 3,335 1,115

*In millions of 1985 dollars.
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Table 2
Coverage Ratios*

Year Gross output of the sample as a % of the total gross
output of the manufacturing sector
1985 53.8
1986 52.2
1987 50.0
1988 54.9
1989 53.1
1990 55.5
1991 53.0
1992 66.2
1993 60.8
1994 57.1
1995 52.7

*All nominal variables are deflated by the appropriate industry price deflators
from Statistics Canada.

Results

The estimation results from equation (2) are reported in column (i) of Table 3.* Several interesting
observations emerge. First, Canadian-controlled firms lag behind foreign-controlled firms in the
unexplained MFP, and that lag is statistically significant, as shown by the coefficient on the ownership
dummy. Second, all of the explanatory variables (with the exception of firm vintage and export
orientation) have a significant impact on productivity. As expected, labour quality is statistically
significant and has a positive influence on productivity. These findings are consistent with those of
Corvari and Wisner (1993). The firm vintage variable has the expected positive sign but is statistically
insignificant. The influence of unionization on productivity is negative and significant. The export
orientation variable has the unexpected negative sign but is statistically insignificant. The estimation
results also suggest that small firms are significantly less productive than large ones, a finding that is
similar to those of Baldwin (1996) and Rao and Ahmad (1996). Third, industries such as electrical
machinery and food and beverages are more productive than others, such as textiles and non-metallic
mineral products — a fact that is reflected by the industry dummies (not reported).** Finally, the
unexplained productivity (MFP) is significantly lower for all manufacturing firms in the recession period
1989-92 than in the periods that preceded and followed it (1985-88 and 1993-95).

To examine the sensitivity of scale parameters to the inclusion of the firm-size dummies, we
estimated equation (2) without the dummies. The results are reported in column (iii). The regression
results imply that the inclusion of firm-size dummies does not significantly affect the returns-to-scale
parameter.

In column (iv), we report the regression results after the observations related to the transportation
equipment industry are removed from the sample. The regression results are very similar to those of
column (i) in all respects.” The exclusion of the transportation equipment sector from the sample does
reduce somewhat the coefficient of the ownership dummy, but the coefficient remains negative, large, and
statistically significant.
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Table 3
Regression Results of Equation (2)*
Coefficients (i) (i) (iii) (iv)
Constant 2.2827* 2.4112* 2.4064* 2.2599*
(32.9) (36.2) (39.3) (31.6)
Dummy: 1989-92 -0.1748* -0.1875* -0.1761* -0.1585*
(-5.7) (-6.0) (-5.7) (-4.9)
Dummy: 1993-95 0.0217 0.0140 0.0201 0.0235
(0.6) (0.4) (0.6) (0.6)
Dummy: Canadian-controlled -0.1331* -0.1345* -0.1335* -0.1053*
(-4.2) (-4.2) (-4.2) (-3.2)
Dummy: Canadian-controlled 0.0437 0.0463 0.0432 0.0287
and in 1989-92 (1.2) (1.2) (1.2) (0.7)
Dummy: Canadian-controlled -0.0060 -0.0037 0.0028 -0.0096
and in 1993-95 (-0.1) (-0.1) (0.1) (-0.2)
Labour quality 0.1677* 0.2029* 0.1652* 0.2086*
(5.0 (6.2) (4.9 (6.0)
Firm age 0.0060 0.0088 0.0052 0.0054
0.7) (1.0) (0.6) (0.6)
Unionization -0.0447* -0.0503* -0.0377* -0.0447*
(-2.6) (-3.0) (-2.2) (-2.5)
Exporting -0.0034 0.0346** 0.0014 -0.0001
(-0.2) (1.9 (0.1) (-0.0)
Medium size 0.1089* 0.1186* 0.1222*
(3.7) (4.0 (4.1)
Large size 0.1405* 0.1562* 0.1706*
(3.6) (3.9 (4.2)
Labour input 0.3810* 0.3932* 0.4032* 0.3786*
(26.9) (29.2) (32.9) (25.9)
Capital input 0.1170* 0.0976* 0.1172* 0.1161*
(13.2) (12.0) (13.2) (12.8)
Intermediate inputs 0.4903* 0.4962* 0.4854* 0.4832*
(54.4) (54.8) (54.2) (50.2)
Constant returns to scale Not rejected Not rejected Not rejected Rejected °
R? adjusted 0.98 0.98 0.98 0.98
Observations 1810 1810 1810 1672

a

in parenthesis.

b Decreasing returns to scale.

(i):

(ii):

Full specification of equation (2).
(i) without industry dummies.

(iii): (i) without firm-size dummies.

*

**

Significant at the 5 percent level.
Significant at the 10 percent level.

If applicable, the estimates of the coefficients associated with industry dummies are not reported. The t-ratio is
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The parameter estimates of equation (2) in Table 3 are used to compute the MFP level gap
between Canadian- and foreign-controlled firms. These results are reported in Table 4 as ratios of the
productivity level of Canadian-controlled firms to that of foreign-controlled firms. A number less than
one means that, on average, the productivity level of Canadian-controlled manufacturing firms is below
that of foreign-controlled firms; if the ratio is greater than one, the relationship is reversed. Our estimates
indicate that, on average, the MFP level of Canadian-controlled firms was 25 percent below that of
foreign-controlled firms during the 1985-88 period, but this gap narrowed by 9 percentage points during
the 1989-95 period.

Table 4
Productivity of Canadian-controlled Relative to Foreign-controlled Firms,
Manufacturing Sector

Relative productivity level of Canadian-controlled firms®
(Foreign-controlled firms = 1)
Period 85-88 89-92 93-95
Multi-factor productivity 0.75 0.85 0.82
Adjusted for
All of the following factors: 0.73 0.82 0.78
Labour quality 0.73 0.82 0.78
Vintage 0.75 0.86 0.82
Unionization 0.74 0.85 0.81
Exporting 0.75 0.85 0.82
Firm size 0.75 0.85 0.82
MFP gap between Canadian-controlled and foreign-controlled firms (in logarithm)
MFP gap -0.2896 -0.1587 -0.2012
Total contribution by all the following factors 0.0305 0.0416 0.0481
Labour quality 0.0281 0.0366 0.0457
Vintage -0.0037 -0.0030 -0.0022
Unionization 0.0061 0.0075 0.0052
Exporting 0.0001 0.0001 0.0000
Firm size -0.0002 0.0004 -0.0006
Unexplained MFP gap -0.3201 -0.2003 -0.2493

% The relative productivity level of Canadian-controlled manufacturing firms is the exponential value of the
logarithmic MFP gap between Canadian-controlled and foreign-controlled firms. The reported numbers are

exp(InMFPG) = MFPCAN / MFPFOR = MFPCAN , assuming that the MFP level of the foreign-controlled group
is one.

To examine the sources of the productivity gap between the two sets of firms, we calculated the
contribution of the difference between them with respect to each explanatory variable. These results are
also presented in Table 4. Our calculations suggest that Canadian-controlled manufacturing firms, on
average, have a slight advantage in labour quality vis-a-vis their foreign-controlled competitors. There
are, however, no significant differences with respect to the other explanatory variables. Thus we
conclude that the differences in the measured explanatory variables do not contribute significantly to the
productivity gap between the two groups of firms.



V. CONTRIBUTION OF DIFFERENCES IN THE INDUSTRIAL STRUCTURE
TO THE PRODUCTIVITY GAP

How much of the aggregate productivity gap between the two groups of firms is due to differences in
their industrial structure? Are Canadian-controlled firms more concentrated in low-productivity
industries than their foreign counterparts?

The industrial structure of the two groups of manufacturing firms — as determined by the
distribution of gross output — is depicted in Table 5. It shows that a relatively high percentage of the
activities of Canadian-controlled firms is in resource-based industries, such as lumber and wood, paper
and allied products, and primary metals. In contrast, foreign-controlled firms specialize heavily in the
transportation equipment industry, which accounts for more than 58 percent of the gross output of that
group. In fact, all of the activity in the motor vehicle industry is controlled by foreign affiliates.

Table 5
Sample Gross-output Shares of Manufacturing Industries by Firm Group ?

Industry gross output as a % of manufacturing gross output
Industry Canadian-controlled Foreign-controlled

85-88 89-92 93-95 85-88 89-92 93-95
Food and allied products 10.3 8.9 7.7 124 10.3 7.0
Textile mill products 15 1.4 1.6 0.0 0.1 0.2
Lumber and wood 7.4 55 7.1 1.6 1.9 2.4
Paper and allied products 17.2 16.2 11.8 4.3 3.3 5.2
Chemicals 7.1 53 6.1 3.0 53 3.3
Stone, clay, and glass 0.3 0.3 0.0 1.4 1.8 2.8
Primary metal 36.8 32.5 29.1 0.2 0.5 0.3
Electrical machinery 10.8 12.8 185 3.2 3.1 2.6
Transportation equipment 2.5 7.0 9.3 57.9 63.8 67.2
Other manufacturing 6.2 10.1 8.8 16.0 10.0 9.0

8 Tobacco; furniture and fixtures; printing, publishing and allied; and leather industries are excluded because data
were unavailable for at least one control group. Other industries not listed are included in other manufacturing.

The relative MFP (level) of Canadian-controlled firms in individual manufacturing industries is
reported in Table 6. In general, Canadian-controlled firms tend to be more productive than foreign-
controlled firms in lumber and wood; paper and allied products; and electrical machinery. However, the
reverse is true in stone, clay, and glass; transportation equipment; and other manufacturing.’® In the
remainder of the industries, both sets of firms are more or less productive.

It is interesting to note that the activities of Canadian-controlled firms are concentrated more in
industries where they have a higher level of productivity than that or foreign-controlled firms, or one that
is comparable.



12 Contribution of Differences in the Industrial Structure to the Productivity Gap

Table 6
MFP of Canadian-controlled Industries
Relative to Their Foreign-controlled Counterparts, Manufacturing Sector

Industry 85-88 89-92 93-95
Food and allied products 1.01 1.08 0.98
Textile mill products 0.91 0.84 1.01
Lumber and wood 1.02 1.14 1.17
Paper and allied 1.00 1.04 1.03
Chemicals 0.95 0.96 0.89
Stone, clay, and glass 0.74 0.88 0.78
Primary metal 0.97 0.88 0.90
Electrical machinery 1.17 1.14 1.08
Transportation equipment 0.58 0.70 0.65
Other Manufacturing 0.74 1.04 0.75
Total manufacturing 0.75 0.85 0.82

To compute the impact of the differences in industrial structure on the MFP gap between the two
groups of firms, we used the following equation:

N C C N F F
INMFPG = 3 w;InMFP;” = 5 w; InMFP,
i=1 J=1

s ___cMj eMi O
(6) =5 OnMFPj ¥ w. —InMFP;j 5 w, O
jzlg k=1 K=1 E

S ——C S
= jgl(vjC ~Vvi)INMFP; + jzlijlnMFPGj :

where N' = the number of observations for control group i;
M ; = the number of observations for control group i in industry j;

S = the number of industries;
INMFP; = the logarithmic MFP level of firm j controlled by group i;

InMFPij = the weighted sum of firm logarithmic MFP levels for control group i in industry j;
INMFPG; = the logarithmic MFP gap between the two control group in industry j,

INMFPG, =InMFP} - InMFP; ;

. NC
W'j = the gross-output share of observation j controlled by group i, where ZWJ-C =1 and
j=1

NF
yw; =1;and
=1
vij = the gross-output share of industry j in the industry controlled by group i, where
Mjc C C MjF F F S C S F
k;wk =V, k;wk =Vv;,and j;vj =yv; =1

j=1
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Thus, the MFP gap between the two sets of firms in any sub-period t (i.e. ignoring the subscript t)
can be decomposed into two components — the contribution of the differences in industrial structure, and a
residual that cannot be explained by the industrial structure. If there is no MFP gap at the industry level,
then the total MFP gap between Canadian- and foreign-controlled firms is solely due to structural
differences between the two groups. The opposite is true if the industrial structure is identical in the two
groups. As we discussed earlier, however, the industrial structure of Canadian-controlled firms in the
manufacturing sector differs considerably from that of foreign-controlled firms. A positive number for
the first term of equation (6) would mean that the industrial structure of Canadian-controlled firms is
more conducive to productivity than that of their foreign-controlled counterparts and vice versa.

The results for the impact of the industrial structure on the MFP gap are presented in Table 7.
The contribution of the industrial structure to the productivity gap is positive, implying that Canadian-
controlled enterprises are, on average, more concentrated in high-productivity industries. Consequently,
the MFP gap is entirely due to the relatively poor productivity performance of Canadian-controlled
manufacturing firms. Therefore, our results contradict the popular perception that Canadian-controlled
firms are concentrated in low-productivity industries.

Table 7
Impact of the Industrial Structure of Canadian-controlled Manufacturing Firms
on Their MFP Performance

Productivity 85-88 89-92 93-95
MFP 0.75 0.85 0.82
MFP adjusted for industrial structure 0.70 0.81 0.73
Impact of industrial structure on MFP + + +







VI. CONCLUSION

The main purpose of this paper was to analyse the productivity performance of Canadian- and foreign-
controlled manufacturing firms in Canada. Our estimates indicate that, on average, the multi-factor
productivity level of Canadian-controlled firms was about 19 percent below that of foreign-controlled
firms during the 1985-95 period. Testing for differences in firm vintage, labour quality, unionization,
export orientation, and firm size revealed that these factors did not contribute to the productivity gap. The
same applies to differences in industrial structure. In fact, the structure of Canadian-controlled firms
places them in a relatively favourable position from a productivity performance point of view.

What factors, then, could account for the large productivity gap observed between the two
groups? Several other studies suggest that managerial practices and strategies, and technological know-
how might come into play. Martin (1999) shows that, in terms of company operations and strategy,
Canada ranks sixth among the G-7 countries, just ahead of Italy. According to the Global
Competitiveness Report (1998), Canada is also significantly falling behind its major competitor, the
United States, in both technology and management. In addition, “[Canadian firms] are not as good as
U.S. firms at developing and marketing new products” (Trefler, 1999). These results, in turn, suggest that
the superior management practices and strategies, and technological know-how of foreign-controlled
firms may have been largely responsible for the productivity gap between the two sets of firms.

In short, our research findings strongly suggest that a greater orientation towards foreign
investment was not responsible for the poor productivity performance of the Canadian manufacturing
sector in the 1990s. On the contrary, the Canada-U.S. productivity gap would have been larger, had that
orientation not increased. A policy implication of our results is that Canada needs to rethink foreign
ownership restrictions in several sectors where such restrictions are currently applied.
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NOTES

GRV use the cost of fuel and electricity per production employee as a proxy for capital intensity.

GRYV use the following definitions:

labour intensity = (wages and salaries)/(manufacturing value-added minus wages and salaries);
energy intensity = (cost of heat and power)/(wages and salaries) or (cost of heat and power)/(cost
of production materials);

labour quality = (salaried workers/total employment) or (non-production workers)/(total
employment);

R&D intensity = (R&D expenditures in industry)/(total shipments in industry).

Note, however, that many of these variables are not included in the above mentioned studies.
GRV only use micro data in 1986. BD and CW base their analysis on industry-level data.

R&D is excluded here because it is biased against foreign affiliates as a result of the
“headquarters” effect.

New technology is often embodied in new capital, and new capital is more productive than old
capital; this is generally referred to as the “vintage effect” (see Wolff, 1996).

The introduction of firm-size dummies has no effect on the returns-to-scale parameter. As a
matter fact, our estimation results indicate that the firms’ production is characterized by constant
returns to scale.

A Cobb-Douglas production function is used because it enables us to clearly define MFP as the
ratio of output to a weighted sum of capital, labour, and intermediate inputs. Because of its
simplicity, this functional form has been commonly used in productivity analysis; see, for
example, Bernard and Jones (1996), Ehrlich et al (1994), Griliches (1986), and Wolff (1991).
Moreover, an MFP gap derived from a translog production function also takes a Cobb-Douglas
form, as in equation (2); see Jorgenson (1995).

We divide our sample period into three sub-periods (1985-88, 1989-92, and 1993-95) to capture
productivity changes over time. Note that Canada was in recession during 1989-92.

All financial data are in Canadian dollars.

A firm is ultimately foreign-controlled if a majority of its voting rights are either held by foreign
citizens or are held by one or more Canadian companies that are themselves foreign-controlled.
Foreign ownership here is measured in discrete terms: Canadian-controlled or foreign-controlled.
The data do not allow us to measure this variable in a more continuous fashion.

Three caveats are associated with the data. First, the average number of observations per firm in
our sample is three. This may raise some difficulty in attempting to correct for potential
autocorrelation. However, given that the sample is very unbalanced, autocorrelation is unlikely to
be a big issue. Second, cross-ownership among some firms in our database causes them to be
counted twice. However, this overlap problem is expected to have a minimal effect on our results
since these firms represent a small share of our data sample. Another issue emerges from the fact
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that some firms entered the market by acquisition or merger, whereas others were entirely new.
We have tried to eliminate this problem by tracing a company’s merger or acquisition record and
using the earliest year of incorporation of firms involved in mergers or acquisitions. Although
this process is by no means exhaustive, we expect the problem caused by acquisitions and
mergers to be minor.

The reported results assume homoskedasticity. Different specifications of heteroskedasticity
were considered, but the results they generated were not significantly different and have not been
reported here.

To check the sensitivity of parameter estimates, we estimated equation (2) without industry
dummies and reported those results in column (ii). They indicate that the influence of the labour-
quality and export-orientation variables is correlated with industry-specific impacts. The
influence of labour quality is much stronger than before, implying that certain industries tend to
have more employees with above-average education and skills. The coefficient of the export-
orientation variable has the expected positive sign and is significant at the 10 percent confidence
level, in sharp contrast to the estimation results obtained with industry dummies. It is interesting
to note also that the exclusion of industry dummies does not significantly change the magnitude
of the coefficient on the ownership dummy. The first implication of that observation is that
industry structure is not responsible for the productivity difference between Canadian-controlled
firms and their foreign-controlled counterparts.

The largest productivity gap is observed in the transportation equipment industry, as indicated
below (section 5). The regression is designed to determine if any other industries contribute to
the productivity gap between Canadian- and foreign-controlled firms in the manufacturing sector.

On the surface, it is surprising that Canadian-controlled firms lag so far behind their foreign-
controlled counterparts in the transportation equipment industry, given the close integration of the
North American motor vehicles and parts sector. Two reasons explain this phenomenon. First,
foreign-controlled firms dominate the industry, especially its motor vehicles component. Second,
the production of the industry is very heterogeneous, with foreign-controlled firms specializing in
motor vehicles, while Canadian-controlled firms are concentrating in other transportation
equipment (such as aircraft).
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APPENDIX A

DESCRIPTION OF DATA SOURCES

Table Al

List of Variables and Parameters

Variables Description Sources

S Net sales ($ current) Compustat/Compact Disclosure

I Inventory change ($ current) Compustat/Compact Disclosure

YN Gross output ($ current) =S-1

KN Net PPE (property, plant and equipment, in $ current) Compustat/Compact Disclosure

MN Cost of goods sold, net of total labour compensation Compustat/Compact Disclosure

($ current)

L Total number of employees Compustat/Compact Disclosure®

PY Gross output deflator (19 industries) Statistics Canada

PK Capital deflator (19 industries) Statistics Canada

PM Intermediate goods deflator (19 industries) Statistics Canada’s KLEMS database

Y Gross output ($ real) = YN/PY

K Capital stock ($ real) = KN/PK

M Intermediate inputs ($ real) = MN/PM

Q Employment share of white-collar workers Compact Disclosure;
Micromedia’s “Profile Canada”

\Y Year of incorporation Compact Disclosure;
Micromedia’s “Profile Canada”;
Moody’s International

U Unionization Compact Disclosure;
Micromedia’s “Profile Canada”;

E Exporting dummy Compact Disclosure;
Micromedia’s “Profile Canada”;
Canadian Trade Index of Alliance of
Manufacturers and Exporters Canada

D Ownership dummy Compact Disclosure;
Micromedia’s “Profile Canada”;
Inter-corporate Ownership

P, Period dummy for 1985-88

P, Period dummy for 1989-92

P Period dummy for 1993-95

Sy Size dummy for firms with capital of less than $30 million

S, Size dummy for firms with capital greater than $30 million

but less than $150 million
S3 Size dummy for firms with capital greater than

$150 million

1 Net PPE (property, plant and equipment) is used because it takes depreciation into account, thus allowing for
technological obsolescence; gross PPE does not depreciate old capital and thus tends to exaggerate the capital stock

of firms.







No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

10

11

12

13

14

15

INDUSTRY CANADA RESEARCH PUBLICATIONS

INDUSTRY CANADA WORKING PAPER SERIES

Economic Integration in North America: Trends in Foreign Direct Investment and the Top 1,000
Firms, Micro-Economic Policy Analysis staff including John Knubley, Marc Legault and P. Someshwar
Rao, Industry Canada, 1994.

Canadian-Based Multinationals: An Analysis of Activities and Performance, Micro-Economic Policy
Analysis staff including P. Someshwar Rao, Marc Legault and Ashfag Ahmad, Industry Canada, 1994.

International R&D Spillovers Between Industries in Canada and the United States, Jeffrey
I. Bernstein, Carleton University and National Bureau of Economic Research, under contract with Industry
Canada, 1994.

The Economic Impact of Mergers and Acquisitions on Corporations, Gilles Mcdougall,
Micro-Economic Policy Analysis, Industry Canada, 1995.

Steppin’ Out: An Analysis of Recent Graduates Into the Labour Market, Ross Finnie, School of Public
Administration, Carleton University, and Statistics Canada, under contract with Industry Canada, 1995.

Measuring the Compliance Cost of Tax Expenditures: The Case of Research and Development
Incentives, Sally Gunz, University of Waterloo, Alan Macnaughton, University of Waterloo, and Karen
Wensley, Ernst & Young, Toronto, under contract with Industry Canada, 1996.

Governance Structure, Corporate Decision-Making and Firm Performance in North America,
P. Someshwar Rao and Clifton R. Lee-Sing, Micro-Economic Policy Analysis, Industry Canada, 1996.

Foreign Direct Investment and APEC Economic Integration, Ashfag Ahmad, P. Someshwar Rao and
Colleen Barnes, Micro-Economic Policy Analysis, Industry Canada, 1996.

World Mandate Strategies for Canadian Subsidiaries, Julian Birkinshaw, Institute of International
Business, Stockholm School of Economics, under contract with Industry Canada, 1996.

R&D Productivity Growth in Canadian Communications Equipment and Manufacturing,
Jeffrey I. Bernstein, Carleton University and National Bureau of Economic Research, under contract with
Industry Canada, 1996.

Long-Run Perspective on Canadian Regional Convergence, Serge Coulombe, Department of
Economics, University of Ottawa, and Frank C. Lee, Industry Canada, 1996.

Implications of Technology and Imports on Employment and Wages in Canada, Frank C. Lee,
Micro-Economic Policy Analysis, Industry Canada, 1996.

The Development of Strategic Alliances in Canadian Industries: A Micro Analysis, Sunder Magun,
Applied International Economics, under contract with Industry Canada, 1996.

Employment Performance in the Knowledge-Based Economy, Surendra Gera, Industry Canada, and
Philippe Massé, Human Resources Development Canada, 1996.

The Knowledge-Based Economy: Shifts in Industrial Output, Surendra Gera, Industry Canada, and
Kurt Mang, Department of Finance, 1997.



24 Industry Canada Research Publications

No. 16 Business Strategies of SMEs and Large Firms in Canada, Gilles Mcdougall and David Swimmer,
Micro-Economic Policy Analysis, Industry Canada, 1997.

No. 17 Impact of China’s Trade and Foreign Investment Reforms on the World Economy, Winnie Lam,
Micro-Economic Policy Analysis, Industry Canada, 1997.

No. 18 Regional Disparities in Canada: Characterization, Trends and Lessons for Economic Policy,

Serge Coulombe, Department of Economics, University of Ottawa, under contract with Industry Canada,
1997.

No. 19 Inter-Industry and U.S. R&D Spillovers, Canadian Industrial Production and Productivity Growth,
Jeffrey I. Bernstein, Carleton University and National Bureau of Economic Research, under contract with
Industry Canada, 1998.

No. 20 Information Technology and Labour Productivity Growth: An Empirical Analysis for Canada and
the United States, Surendra Gera, Wulong Gu and Frank C. Lee, Micro-Economic Policy Analysis,
Industry Canada, 1998.

No. 21 Capital-Embodied Technical Change and the Productivity Growth Slowdown in Canada, Surendra
Gera, Wulong Gu and Frank C. Lee, Micro-Economic Policy Analysis, Industry Canada, 1998.

No. 23 Restructuring in Canadian Industries: A Micro Analysis, Sunder Magun, Applied International
Economics, under contract with Industry Canada, 1998.

No. 24 Canadian Government Policies Toward Inward Foreign Direct Investment, Steven Globerman, Simon
Fraser University and Western Washington University, and Daniel Shapiro, Simon Fraser University, under
contract with Industry Canada, 1998.

No. 25 A Structuralist Assessment of Technology Policies — Taking Schumpeter Seriously on Policy,
Richard G. Lipsey and Kenneth Carlaw, Simon Fraser University, with a contribution by Davit D. Akman,
research associate, under contract with Industry Canada, 1998.

No. 26 Intrafirm Trade of Canadian-Based Foreign Transnational Companies, Richard A. Cameron,
Micro-Economic Policy Analysis, Industry Canada, 1998.

No. 27 Recent Jumps in Patenting Activities: Comparative Innovative Performance of Major Industrial
Countries, Patterns and Explanations, Mohammed Rafiquzzaman and Lori Whewell, Micro-Economic
Policy Analysis, Industry Canada, 1998.

No. 28 Technology and the Demand for Skills: An Industry-Level Analysis, Surendra Gera and Wulong Gu,
Industry Canada, and Zhengxi Lin, Statistics Canada, 1999.

No. 29 The Productivity Gap Between Canadian and U.S. Firms, Frank C. Lee and Jianmin Tang,
Micro-Economic Policy Analysis, Industry Canada, 1999.

No. 30 Foreign Direct Investment and Productivity Growth: The Canadian Host-Country Experience,
Surendra Gera, Wulong Gu and Frank C. Lee, Micro-Economic Policy Analysis, Industry Canada, 1999.

No. 31 Are Canadian-Controlled Manufacturing Firms Less Productive than their Foreign-Controlled

Counterparts?, Someshwar Rao and Jianmin Tang, Micro-Economic Policy Analysis, Industry Canada,
2000.



Industry Canada Research Publications 25

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

INDUSTRY CANADA DISCUSSION PAPER SERIES

Multinationals as Agents of Change: Setting a New Canadian Policy on Foreign Direct Investment,
Lorraine Eden, Carleton University, under contract with Industry Canada, 1994.

Technological Change and International Economic Institutions, Sylvia Ostry, Centre for International
Studies, University of Toronto, under contract with Industry Canada, 1995.

Canadian Corporate Governance: Policy Options, Ronald. J. Daniels, Faculty of Law, University of
Toronto, and Randall Morck, Faculty of Business, University of Alberta, under contract with Industry
Canada, 1996.

Foreign Direct Investment and Market Framework Policies: Reducing Frictions in APEC Policies on
Competition and Intellectual Property, Ronald Hirshhorn, under contract with Industry Canada, 1996.

Industry Canada’s Foreign Investment Research: Messages and Policy Implications,
Ronald Hirshhorn, under contract with Industry Canada, 1997.

International Market Contestability and the New Issues at the World Trade Organization, Edward
M. Graham, Institute for International Economics, Washington (DC), under contract with Industry Canada,
1998.

Implications of Foreign Ownership Restrictions for the Canadian Economy — A Sectoral Analysis,
Steven Globerman, Western Washington University, under contract with Industry Canada, 1999.

Determinants of Canadian Productivity Growth: Issues and Prospects, Richard G. Harris, Simon
Fraser University and Canadian Institute for Advanced Research, under contract with Industry Canada,
1999.

Is Canada Missing the “Technology Boat”? Evidence from Patent Data, Manuel Trajtenberg, Tel-Aviv
University, National Bureau of Economic Research and Canadian Institute for Advanced Research, under
contract with Industry Canada, 2000.

INDUSTRY CANADA OCCASIONAL PAPER SERIES

Formal and Informal Investment Barriers in the G-7 Countries: The Country Chapters,
Micro-Economic Policy Analysis staff including Ashfag Ahmad, Colleen Barnes, John Knubley, Rosemary
D. MacDonald and Christopher Wilkie, Industry Canada, 1994.

Formal and Informal Investment Barriers in the G-7 Countries: Summary and Conclusions,
Micro-Economic Policy Analysis staff including Ashfag Ahmad, Colleen Barnes and John Knubley,
Industry Canada, 1994.

Business Development Initiatives of Multinational Subsidiaries in Canada, Julian Birkinshaw,
University of Western Ontario, under contract with Industry Canada, 1995.

The Role of R&D Consortia in Technology Development, VVinod Kumar, Research Centre for
Technology Management, Carleton University, and Sunder Magun, Centre for Trade Policy and Law,
University of Ottawa and Carleton University, under contract with Industry Canada, 1995.

Gender Tracking in University Programs, Sid Gilbert, University of Guelph, and Alan Pomfret, King's
College, University of Western Ontario, under contract with Industry Canada, 1995.

Competitiveness: Concepts and Measures, Donald G. McFetridge, Department of Economics, Carleton
University, under contract with Industry Canada, 1995.



26 Industry Canada Research Publications

No. 6 Institutional Aspects of R&D Tax Incentives: The SR&ED Tax Credit, G. Bruce Doern, School of
Public Administration, Carleton University, under contract with Industry Canada, 1995.

No.7 Competition Policy as a Dimension of Economic Policy: A Comparative Perspective,

Robert D. Anderson and S. Dev Khosla, Economics and International Affairs Branch, Bureau of
Competition Policy, Industry Canada, 1995.

No.8 Mechanisms and Practices for the Assessment of the Social and Cultural Implications of Science and
Technology, Liora Salter, Osgoode Hall Law School, University of Toronto, under contract with Industry
Canada, 1995.

No.9 Science and Technology: Perspectives for Public Policy, Donald G. McFetridge, Department of
Economics, Carleton University, under contract with Industry Canada, 1995.

No. 10 Endogenous Innovation and Growth: Implications for Canada, Pierre Fortin, Université du Québec a
Montréal and Canadian Institute for Advanced Research, and Elhanan Helpman, Tel-Aviv University and
Canadian Institute for Advanced Research, under contract with Industry Canada, 1995.

No. 11 The University-Industry Relationship in Science and Technology, Jérdme Doutriaux, University of
Ottawa, and Margaret Barker, Meg Barker Consulting, under contract with Industry Canada, 1995.

No. 12 Technology and the Economy: A Review of Some Critical Relationships, Michael Gibbons, University
of Sussex, under contract with Industry Canada, 1995.

No. 13 Management Skills Development in Canada, Keith Newton, Micro-Economic Policy Analysis, Industry
Canada, 1995.

No. 14 The Human Factor in Firm’s Performance: Management Strategies for Productivity and
Competitiveness in the Knowledge-Based Economy, Keith Newton, Micro-Economic Policy Analysis,
Industry Canada, 1996.

No. 15 Payroll Taxation and Employment: A Literature Survey, Joni Baran, Micro-Economic Policy Analysis,
Industry Canada, 1996.

No. 16 Sustainable Development: Concepts, Measures, Market and Policy Failures at the Open Economy,
Industry and Firm Levels, Philippe Crabbé, Institute for Research on the Environment and Economy,
University of Ottawa, under contract with Industry Canada, 1997.

No. 17 Measuring Sustainable Development: A Review of Current Practice, Peter Hardi and Stephan Barg,
with Tony Hodge and Laszlo Pinter, International Institute for Sustainable Development, under contract
with Industry Canada, 1997.

No. 18 Reducing Regulatory Barriers to Trade: Lessons for Canada from the European Experience, Ramesh
Chaitoo and Michael Hart, Centre for Trade Policy and Law, Carleton University, under contract with
Industry Canada, 1997.

No. 19 Analysis of International Trade Dispute Settlement Mechanisms and Implications for Canada’s
Agreement on Internal Trade, E. Wayne Clendenning and Robert J. Clendenning, E. Wayne Clendenning
& Associates Inc., under contract with Industry Canada, 1997.

No. 20 Aboriginal Businesses: Characteristics and Strategies for Growth, David Caldwell and Pamela Hunt,
Management Consulting Centre, under contract with Aboriginal Business Canada, Industry Canada, 1998.

No. 21 University Research and the Commercialization of Intellectual Property in Canada, Wulong Gu and

Lori Whewell, Micro-Economic Policy Analysis, Industry Canada, 1999.



Industry Canada Research Publications

27

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

10

11

CANADA IN THE 21ST CENTURY SERIES

Global Trends: 1980-2015 and Beyond, J. Bradford De Long, University of California, Berkeley, under
contract with Industry Canada, 1998.

Broad Liberalization Based on Fundamentals: A Framework for Canadian Commercial Policy,
Randy Wigle, Wilfrid Laurier University, under contract with Industry Canada, 1998.

North American Economic Integration: 25 Years Backward and Forward, Gary C. Hufbauer and
Jeffrey J. Schott, Institute for International Economics, Washington (DC), under contract with Industry
Canada, 1998.

Demographic Trends in Canada, 1996-2006: Implications for the Public and Private Sectors, David
K. Foot, Richard A. Loreto and Thomas W. McCormack, Madison Avenue Demographics Group, under
contract with Industry Canada, 1998.

Capital Investment Challenges in Canada, Ronald P.M. Giammarino, University of British Columbia,
under contract with Industry Canada, 1998.

Looking to the 21st Century — Infrastructure Investments for Economic Growth and for the Welfare
and Well-Being of Canadians, Christian DeBresson, Université du Québec & Montréal, and Stéphanie
Barker, Université de Montréal, under contract with Industry Canada, 1998.

The Implications of Technological Change for Human Resource Policy, Julian R. Betts, University of
California, San Diego, under contract with Industry Canada, 1998.

Economics and the Environment: The Recent Canadian Experience and Prospects for the Future,
Brian R. Copeland, University of British Columbia, under contract with Industry Canada, 1998.

Individual Responses to Changes in the Canadian Labour Market, Paul Beaudry and David A. Green,
University of British Columbia, under contract with Industry Canada, 1998.

The Corporate Response — Innovation in the Information Age, Randall Morck, University of Alberta,
and Bernard Yeung, University of Michigan, under contract with Industry Canada, 1998.

Institutions and Growth: Framework Policy as a Tool of Competitive Advantage for Canada, Ronald
J. Daniels, University of Toronto, under contract with Industry Canada, 1998.

PERSPECTIVES ON NORTH AMERICAN FREE TRADE SERIES
Can Small-Country Manufacturing Survive Trade Liberalization? Evidence from the Canada-U.S.
Free Trade Agreement, Keith Head and John Ries, University of British Columbia, under contract with

Industry Canada, 1999.

Modelling Links Between Canadian Trade and Foreign Direct Investment, W. Hejazi and
A.E. Safarian, University of Toronto, under contract with Industry Canada, 1999.

Trade Liberalisation and the Migration of Skilled Workers, Steven Globerman, Western Washington
University and Simon Fraser University, under contract with Industry Canada, 1999.

The Changing Industry and Skill Mix of Canada’s International Trade, Peter Dungan and Steve
Murphy, Institute for Policy Analysis, University of Toronto, under contract with Industry Canada, 1999.



28 Industry Canada Research Publications
No.5 Effects of the Canada-United States Free Trade Agreement on Interprovincial Trade, John
F. Helliwell, University of British Columbia, Frank C. Lee, Industry Canada, and Hans Messinger,
Statistics Canada, 1999.
No.6 The Long and Short of the Canada-U.S. Free Trade Agreement, Daniel Trefler, University of Toronto,

under contract with Industry Canada, 1999.

JOINT PUBLICATIONS

Capital Budgeting in the Public Sector, in collaboration with the John Deutsch Institute, Jack Mintz and
Ross S. Preston eds., 1994.

Infrastructure and Competitiveness, in collaboration with the John Deutsch Institute, Jack Mintz and
Ross S. Preston eds., 1994.

Getting the Green Light: Environmental Regulation and Investment in Canada, in collaboration with
the C.D. Howe Institute, Jamie Benidickson, G. Bruce Doern and Nancy Olewiler, 1994,

To obtain copies of documents published under Industry Canada’s Research Publications Program, please contact:

Publications Officer
Micro-Economic Policy Analysis
Industry Canada

5th Floor, West Tower

235 Queen Street

Ottawa, Ontario, K1A OH5

Tel.: (613) 952-5704
Fax: (613) 991-1261
E-mail: mepa.apme@ic.gc.ca



