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This is the first publication by the Centre for 
Productivity and Prosperity. The Centre was created 
recently by HEC Montréal to conduct research 
aimed at better understanding the phenomenon of 
productivity and its impact on a society’s prosperity. 
The Centre’s mandate is also to share its research 
findings with the widest possible audience. Its 
research is focused mainly on Quebec and Canada 
as a whole.

An analysis of long-term data (1981 to 2008) 
shows that Quebec’s standard of living could be 
much higher, given its considerable advantages: 
abundant natural resources, an educated population 
and well established, high-quality public institutions. 
Yet when compared with other industrialized 
economies, Quebec in fact lags fairly far behind. 

Part of the explanation lies in Quebeckers’ labour 
market participation. Most likely because they put 
a higher premium on leisure time, Quebeckers 
have one of the lowest labour market participation 
rates in North America. Relatively speaking, fewer 
Quebeckers work, and those who do, work fewer 
hours. I do not say this to question their choices, 
but simply to point out the consequences.
 
The analysis also shows that over time, labour 
productivity has played an increasingly important 
role in explaining the standard of living gap between 
Quebec and many other industrialized economies. 
Quebec workers are relatively less productive 
not because they work less hard – devotion to 
work is difficult to measure objectively in any 
case. In fact, Quebec workers are less productive 
because their environment does not necessarily 
encourage productivity. This environment is shaped 
by a number of factors: the technologies used in 
businesses, training and education, the tax regime, 
the regulatory environment, etc. 

There is no logical explanation for this low 
productivity. People can choose not to work, or to 
work fewer hours. Once at work, however, they 
cannot choose to be less productive. And yet this is 
what we find when we compare labour productivity 
in Quebec with that in most industrialized 
economies. 

The goal of this publication, and more generally 
of the Centre for Productivity and Prosperity, is to 
focus debate in Quebec on the crucial issue of 
productivity, by presenting the facts as they are. Our 
analysis is rigorous and uncompromising, using the 
latest available data.
 
The analysis presented here will not offer concrete 
solutions for reducing Quebec’s relative labour 
productivity gap. Rather, it is intended as a diagnosis 
of the current situation. Solutions will come, I hope, 
from the research that the Centre for Productivity 
and Prosperity will carry out over the coming years 
into the subjects of human capital, corporate 
behaviour and public policy.

Robert Gagné, Director
Centre for Productivity and Prosperity
HEC Montréal 

September 2009
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CEntrE for ProduCtivity and ProsPErity

This study is an introduction to the question of 
productivity and prosperity in Quebec. Drawing on 
high-quality data, it paints a picture of the situation 
in Quebec in terms of productivity and prosperity. 
Our goal, then, is to examine the relationship 
between these two concepts, while offering a clear 
and uncompromising diagnosis of the economic 
situation in Quebec. Accordingly, we offer no 
judgments or solutions. 

Productivity and Prosperity in Quebec is a key 
study for the Centre for Productivity and Prosperity. 
It will be updated periodically, allowing the Centre to 
track different productivity and prosperity indicators 
in Quebec while sharing this information with a 
wide audience. Other complementary studies will 
be published to examine different specific aspects 
of the concepts of productivity and prosperity in 
greater depth.

The first part of the study paints a picture of 
Quebec’s relative situation in comparison with its 
main trading partners, i.e. Ontario, Canada as a 
whole, and the United States. This section looks 
more closely at demographic trends and the size of 
the economy in Quebec, and shows that Quebec 
lags behind its immediate neighbours in economic 
terms, a performance manifested mainly by a lower 
standard of living (measured by the relationship 
between GDP and population size). 

Based on this observation, the second section 
examines the factors likely to explain the origins 
of this situation. By decomposing the standard of 
living, we show that a substantial proportion of the 
standard of living gap with Ontario, Canada as a 
whole and the United States can be attributed to 
lower labour productivity.

The third section expands the comparison of 
Quebec’s economic situation by looking at its 
performance in an international context. These 
comparisons show that Quebec’s lagging 
productivity and prosperity are not exclusively the 
result of an analysis in a North American context. 

The final section takes a more in-depth look at 
Quebec’s situation as concerns labour productivity. 
The basic link between productivity and prosperity 
having already been established, this section 
seeks to identify the origins of Quebec’s lagging 
labour productivity. We show that its performance 
is attributable above all to slower growth in labour 
productivity in the service sector, while a marginal 
proportion of the province’s poor labour productivity 
can be laid at the door of Quebec’s industrial 
structure.

To simplify this publication, the detailed calculations 
done for the analysis as well as data sources have 
been published in a methodological appendix 
available at www.hec.ca/cpp.
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CEntrE for ProduCtivity and ProsPErity

All societies everywhere aspire to greater economic 
prosperity, and Quebec is no exception. This is a 
legitimate aspiration, since economic prosperity 
makes it possible not only to raise the standard 
of living, but also to ensure better quality of life. 
It means a society can afford the public services 
it desires, and develop and maintain quality 
public infrastructures that improve everyday life 
and contribute to our social and cultural wealth. 
In addition, a prosperous society has fewer 
disadvantaged members and they are better 
supported by all their fellow citizens. Lastly, the 
search for greater prosperity is essential to healthy 
public finances and the achievement of a state’s 
social objectives. 

Despite the quality and stability of Quebec’s 
economic and social environment, the province 
is falling behind other industrialized economies, i 
while the demographic pressures on the economy 
are gradually limiting its options for ensuring its 
long-term prosperity. It is becoming imperative that 
something be done to improve Quebec’s economic 
performance, to ensure Quebeckers a standard of 
living and quality of life comparable with those of 
the main industrialized economies. 

The most commonly used indicator for measuring 
and comparing societies’ standard of living is the 
relationship between their gross domestic product 
(GDP) and their population, i.e. GDP per capita. 
Although this indicator does not take account of 
inequities in wealth distribution, it is nonetheless an 
objective tool for measuring a society’s wealth. By 
distributing the value of an economy’s production 
across its entire population, GDP per capita can be 
used to objectively compare economies of different 
sizes. The standardization of national accounting 
systems means that GDP per capita is measured in 
much the same way from one country to another. 

In a country like Canada, provincial or regional 
comparisons of standards of living are all the more 
meaningful in that there is no need for currency 
conversion. Since the social and economic contexts 
are more similar than between different international 
economies, comparing standards of living gives 
an excellent picture of the relative situations of 
provincial economies. 

In fact, such comparisons are essential, since the 
very concept of a standard of living is a relative 
concept, meaning that it must be compared with 
other jurisdictions or periods. Just knowing that 
the per capita standard of living in Quebec was 
$38,897.99 in 2008 is not very informative.ii When 
we compare it with GDP per capita in Ontario in 
2008 ($45,471.82), however, we can see that the 
standard of living in Quebec was 85.5% of that in 
its neighbouring province.

introduction
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Under the circumstances, we are entitled to ask 
questions about Quebec’s economic performance. 
Why this gap between the standards of living in 
Quebec and Ontario? How has this gap changed 
over time? What is Quebec’s situation with respect 
to Canada, the United States and the rest of the 
world? 

This study will attempt to answer all these questions, 
by identifying the main sources of differences 
in standards of living. We will see that over time 
labour productivity, i.e. GDP per hour worked, has 
become one of the main factors explaining the gap 
in the standards of living between Quebec, Ontario, 
Canada as a whole and the United States.

This study also attempts to situate Quebec’s 
performance in terms of labour productivity and 
standard of living from an international perspective, 
presenting comparisons not only with Ontario and 
Canada, but also with the United States and several 
other countries. 

Lastly, we will try to explain Quebec’s performance 
in terms of labour productivity by identifying the 
industrial sectors that help and hinder the province’s 
performance.

3CEntrE for ProduCtivity and ProsPErity
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_ Quebeckers’ standard of living

Q uebec unfortunately suffers from a significant and chronic economic gap with the rest of Canada and 
the United States. This gap results in a standard of living lower than those of its immediate neighbours. 
Quebec’s lagging economic performance is attributable mainly to its relatively weak economic growth over 
the past 28 years. Figure 1 clearly shows the extent of this difference. If we standardize all the data by 
establishing a common starting point (1981=100), it can be seen that Quebec’s economic growth has 
clearly trailed that of its main trading partners. While Quebec’s GDP grew by 73% between 1981 and 2008, 
Ontario’s GDP rose by 112%, that of Canada as a whole by 105% and that of the United States by 120%. 

Because of its slower economic growth, Quebec’s share of the Canadian economy fell from 22.3% in 
1981 to 18.8% in 2008. Over this same period, its demographic weight in Canada dropped from 26.4% 
to 23.3%. Incidentally, it is not possible to determine the direct consequences of lagging economic growth 
on Quebeckers’ standard of living. Insofar as Quebec’s weak economic growth is accompanied by lower 
demographic growth, it is possible that Quebeckers’ relative standard of living, i.e. as compared with the 
standard of living of another province, may remain stable.  

1_ TRends in GRoss domesTic pRoducT, 1981-2008                                                 
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_ Quebeckers’ standard of living

That is precisely the situation that we have seen between Quebec and Ontario since 1981. Figure 2 shows 
population trends in Quebec as compared with Ontario, Canada as a whole and the United States since 
1981. By taking 1981 as the base year (1981=100), we can see that Quebec’s demographic growth has 
been clearly lower than that of Ontario (18.4% for Quebec as compared with 46.7% for Ontario between 
1981 and 2008). The figure also shows that Canada and the United States have experienced more 
demographic growth than Quebec but less than Ontario (34.2% for Canada and 32.4% for the United 
States).

Taken together, Quebec’s demographic and economic growth rates can be used to measure trends in its 
standard of living. Figure 3 very clearly shows that standards of living in Ontario and Quebec have progressed 
essentially in lockstep since 1981. In relative terms, we can conclude that Quebeckers’ standard of living has 
remained stable relative to that of Ontarians. While in 1981 Quebec’s standard of living was 84.7% of that in 
Ontario, the proportion today is 85.5%. 

Despite this relative stability, the situation in absolute terms is worrisome. It is true that since 1981 the 
relative gap has remained stable, since the two provinces’ standards of living have been climbing at a similar 
pace, i.e. 46% and 45%, respectively. The absolute gap, nevertheless, meaning the difference between the 
two provinces’ standards of living, has widened. While the absolute gap between Quebec and Ontario was 
$4,805 per capita in 1981, it had risen to $6,574 per capita by 2008. To express it in more easily understood 
terms, this increase means that, in comparison with 1981, each Ontarian now has $1,769 more than each 
Quebecker (in 2008 dollars).

2_ populaTion GRowTh, 1981-2008
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_ Quebeckers’ standard of living

In fact, Quebec lags even farther behind Canada as a whole and the United States in terms of standards of 
living. Between 1981 and 2008, Canadians’ standard of living grew by 53%, while Americans’ was up by 
66%. Given that Quebec’s standard of living grew by only 46% over the same period, the relative standard of 
living in Quebec actually fell in comparison with that in Canada as a whole and the United States. Under the 
circumstances, the absolute gap with the rest of Canada and the United States inevitably widened. Between 
1981 and 2008, the absolute gap between the per capita standard of living in Quebec and Canada as a 
whole grew from $4,918 to $9,208, for a per capita increase of $4,290. The absolute gap with the United 
States rose from $8,052 to $18,744 per capita, for a per capita increase of $10,962, expressed in 2008 
Canadian dollars.
 
These comparisons reveal a basic truth about Quebec’s economic situation: although Quebeckers enjoy what 
may be an enviable quality of life, they are nonetheless falling behind their immediate neighbours. Moreover, 
this situation is not the result of recent events. It is worth looking at the nature of this economic lag, then, to 
understand its origins and identify the factors that could improve Quebeckers’ standard of living.

3_ TRends in GRoss domesTic pRoducT peR capiTa,  
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_ understanding the standard of living gap

to identify the factors that determine these differences in standards of living, a simple arithmetic relationship 
makes it possible to decompose the standard of living into four separate elements. It shows that the standard of 
living as measured by GDP per capita is the product of: 

> labour productivity, measured by the ratio of GDP to the number of hours worked (GDP / hours worked);

> work intensity, measured by the ratio of the total number of hours worked per job (hours worked / job); 

> the employment rate, measured by the ratio of the number of jobs to the working-age population, i.e. ages 15 
and up (number of jobs / population ages 15 and up); and 

> the demographic profile, which measures the percentage of the total population that is of working age 
(population ages 15 and up / total population).

This is obviously a simplified and highly integrated approach to measuring the concept of the standard of living. 
From a factual point of view, many variables can have an impact on a given population’s standard of living. In 
addition, some components can be defined in different ways. This is the case for the concept of productivity, in 
particular, which can be measured using different methods, and which has complex and variable repercussions 
on an economy. Accordingly, it may seem simplistic to use a mere arithmetic identity to make the economic 
implications of the concept easier to grasp. 

This approach is useful, nonetheless, since it can be used to assign a specific monetary value to the main 
components of the measurement of the standard of living. It then becomes possible to quantify the overall impact 
of each of the selected components, simplifying the task of identifying factors that could improve Quebec’s 
situation in terms of economic prosperity.

Table 1 decomposes the gap between the standards of living in Quebec and Ontario, so that we can redistribute 
the value of the gap according to the four selected components. For example, in 1981 the standard of living gap 
between Quebec and Ontario was -$4,804.58 per capita, meaning that Ontarians’ standard of living exceeded 
that of Quebeckers by more than $4,800 per capita. Using the method explained in the methodological appendix, 
this gap can be decomposed to show how the amounts attributed to the four components add up to the standard 
of living gap between the two provinces.

This approach shows that while the main factor explaining this gap in 1981 was the employment rate, the 
situation has changed significantly since then. At present, although the employment rate still plays an important 
role, the gap is also explained by labour productivity and work intensity. 

It can be seen, in fact, that Quebec’s labour productivity was initially higher than Ontario’s. This favourable 
situation allowed Quebec to reduce the standard of living gap with Ontario by approximately $400 per capita. 
During the first half of the 1980s, the trend reversed itself, however. As Quebec was having a hard time emerging 
from the recession in the early 1980s, Ontario was making substantial productivity gains over its neighbouring 
province, such that by the early 1990s, labour productivity began playing a larger role in the standard of living 
gap. Close to 9% of the gap with Ontario at that time was attributable to Quebec’s poor labour productivity 
performance, and the situation has unfortunately never improved. At present, over one-third of the standard of 
living gap with Ontario can be explained by labour productivity, representing approximately $2,290 per capita.

9
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_ understanding the standard of living gap

Work intensity, i.e. the number of hours worked annually per job, also contributed to widening the absolute 
standard of living gap with Ontario. Whereas in 1981 the average Quebec worker put in 21 fewer hours 
a year than his Ontario counterpart, the situation changed significantly in the mid 1990s. At present, the 
average Quebec worker works 73 fewer hours a year than his Ontario counterpart, representing two fewer 
normal work weeks per year and per job. Because of this decrease, the role of work intensity in the standard 
of living gap rose from 7.08% in 1981 to 27.48% in 2008, or more than $1,800 per capita.

1981

1991

2001

2008

 % -8.37 7.08 102.17 -0.88 100.00

 $ 402.31 -340.40 -4,908.89 42.39 -4,804.58

 % 8.72 14.75 79.10 -2.56 100.00

 $ -489.11 -827.39 -4,437.64 143.81 -5,610.33

 % 27.66 19.11 65.13 -11.91 100.00

 $ -1,961.16 -1,355.16 -4,618.30 844.15 -7,090.47

 % 34.84 27.48 47.38 -9.69 100.00

 $ -2,290.31 -1,806.32 -3,114.41 637.21 -6,573.84

 Labour productivity Work intensity Employment rate Demographic profile Total

1_ SOURCES OF THE STANDARD OF LIVING GAP BETWEEN QUEBEC AND ONTARIO
 (PERCENTAGE AND 2008 DOLLARS PER CAPITA) 

Close to 60% of the standard of 
living gap with Canada as a whole is 
attributable to lower labour productivity 
in Quebec, representing nearly $5,350 
per capita. This proportion rises to 
more than 70%, or close to $13,259 
per capita, when Quebec’s standard 
of living is compared with that of the 
United States. 
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_ understanding the standard of living gap

The proportion of the standard of living gap attributable to the employment rate has dropped by half since 
the early 1980s. While the employment rate explained over 100% of the gap in 1981, Quebec’s employment 
rate today explains only 47% of the standard of living gap, or just over $3,100 per capita. Quebec’s low 
demographic growth is part of the reason the fact that its employment rate is catching up to Ontario’s, 
however. 

Lastly, Quebec’s demographic profile, meaning the ratio of the working-age population to the total population, 
plays in its favour. Since the difference between total population growth and working-age population growth 
has been greater in Quebec than in Ontario, the province’s demographic profile has risen more quickly, and 
accounts for a very small proportion of the standard of living gap with Ontario.

A similar situation can be seen when the standard of living gap between Quebec and Canada as a whole 
and the United States is decomposed.iii Despite the initial differences, it can be seen that the deterioration 
of Quebec’s relative situation in terms of labour productivity and work intensity now explains most of the 
standard of living gap with Canada as a whole and with the United States. Close to 60% of the standard of 
living gap with Canada as a whole is attributable to lower labour productivity in Quebec, representing nearly 
$5,350 per capita. This proportion rises to more than 70%, or close to $13,259 per capita, when Quebec’s 
standard of living is compared with that of the United States. It can also be seen that the proportion of the 
gap attributable to the employment rate also fell by half between 1981 and 2008, when compared with both 
Canada as a whole and the United States. 

1981

1991

2001

2008

 % 35.61 9.04 61.33 -5.98 100.00

 $ -1,751.32 -444.75 -3,016.20 293.95 -4,918.32

 % 46.57 10.27 48.51 -5.35 100.00

 $ -2,961.15 -652.84 -3,084.49 339.89 -6,358.59

 % 57.70 12.34 37.51 -7.55 100.00

 $ -4,536.97 -970.44 -2,949.51 593.50 -7,863.42

 % 58.04 18.06 28.99 -5.10 100.00

 $ -5,344.51 -1,663.40 -2,669.35 469.34 -9,207.92

 Labour productivity Work intensity Employment rate Demographic profile Total

2_ SOURCES OF THE STANDARD OF LIVING GAP BETWEEN QUEBEC AND CANADA
 (PERCENTAGE AND 2008 DOLLARS PER CAPITA) 
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_ understanding the standard of living gap

1981

1991

2001

2008

 % 51.48 9.88 42.52 -3.88 100.00

 $ -4,145.49 -795.27 -3,423.90 312.70 -8,051.96

 % 50.31 13.22 42.87 -6.40 100.00

 $ -6,899.06 -1,813.38 -5,878.86 878.29 -13,713.01

 % 49.44 20.91 41.25 -11.60 100.00

 $ -8,128.10 -3,437.87 -6,782.36 1,907.68 -16,440.65

 % 70.74 26.47 15.39 -12.59 100.00

 $ -13,258.66 -4,961.39 -2,883.85 2,360.27 -18,743.63

 Labour productivity Work intensity Employment rate Demographic profile Total

3_ SOURCES OF THE STANDARD OF LIVING GAP BETWEEN QUEBEC AND THE UNITED STATES
 (PERCENTAGE AND 2008 CANADIAN DOLLARS PER CAPITA)

 
We can draw some telling conclusions from these breakdowns. Despite a clear improvement in terms of 
employment and despite Quebec’s demographic profile advantage, the standard of living gap has widened 
since the early 1980s. The situation is due mainly to Quebec’s lacklustre labour productivity performance and 
lower work intensity. 

If we assume that Quebeckers make conscious choices regarding their labour market participation, iv these 
results show that Quebec will inevitably have to improve its labour productivity if it wants to shrink the 
economic gap with its immediate neighbours. Hence the importance of analyzing and identifying the factors 
underlying this performance, so as to slow the gradual erosion and improve Quebeckers’ standard of living. 

Before undertaking this analysis, though, it is legitimate to ask whether comparisons with Canada as a whole 
and the United States are fair for Quebec. It could be claimed that the North American context represents a 
disadvantage for Quebec, and that the province’s performance is actually enviable when considered from a 
wider perspective. 

Consequently, in the next section we will attempt to broaden the comparison to position Quebec’s economic 
performance in a global context. These international comparisons show that Quebec’s lagging labour 
productivity is not exclusively the result of an analysis in a North American context. Unfortunately, this lagging 
productivity, combined with lower labour market participation, means that Quebec trails the industrialized 
world in terms of standard of living. 

12
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_ Quebec in the world

if we extend our comparisons to all OECD member countries, we can view Quebec’s relative economic 
performance in a context where the social and economic dimensions of development are more diverse 
than from a purely North American perspective. 

Table 4 compares the average annual labour productivity growth of certain OECD member countries.v 
In the three periods analyzed (1981-1991, 1991-2001 and 2001-2008), it can be seen that Quebec 
generally had one of the lowest rates of labour productivity growth of all the selected economies. 

 
Moreover, out of the 20 OECD member countries whose 
labour productivity performance can be analyzed over 
more than 25 years (1981-2008), only Switzerland shows 
growth lower than that of Quebec (1.05% for Quebec vs. 
0.79% for Switzerland).vi

Inasmuch as labour productivity growth does not 
necessarily reflect relative labour productivity, the 
relevance of these results is limited. It would seem that a 
country can experience weak labour productivity growth 
and yet maintain a satisfactory relative level of labour 
productivity, provided that its initial productivity was high.

Economy  1981- 1991- 2001- 1981-
 1991 2001 2008 2008

4_ AVERAGE ANNUAL LABOUR 
 PRODUCTIVITY GROWTH, 
 1981-2008 
 (PERCENTAGE) 

 South Korea 6.85 4.68 4.67 5.47

 Ireland 3.59 4.58 2.54 3.68

 Finland 3.04 3.05 1.69 2.69

 Japan 3.45 2.06 1.85 2.52

 Norway 2.81 2.72 0.75 2.24

 France 2.91 1.98 1.34 2.16

 United Kingdom 1.70 2.65 1.97 2.12

 Germany 2.71 2.15 1.10 2.08

 Netherlands 2.38 1.84 0.94 1.81

 Sweden 1.28 2.18 2.00 1.80

 Spain 2.70 1.28 1.04 1.74

 Belgium 2.17 1.57 1.13 1.68

 Australia 1.41 2.33 1.04 1.66

 Iceland 1.18 1.39 2.62 1.63

 Denmark 2.45 1.62 0.43 1.62

 United States 1.38 1.49 1.99 1.58

 New Zealand 1.90 1.23 0.98 1.41

 Ontario 1.05 1.95 0.73 1.30

 Canada 1.09 1.81 0.80 1.28

 Italy 1.74 1.55 -0.04 1.20

 Quebec 0.76 1.60 0.67 1.05

 Switzerland 0.12 1.39 0.87 0.79

Out of the 20 OECD member 
countries whose labour 
productivity performance can 
be analyzed over more than 
25 years (1981-2008), only 
Switzerland shows growth 
lower than that of Quebec.

14
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_ Quebec in the world

For this reason, Table 5 compares the labour productivity levels measured in 2008 for some of the  
30 OECD member countries.vii The levels for Quebec and Ontario are also shown in this ranking, and the 
international data have been converted using a purchasing power parity exchange rate, so that all data are 
expressed in 2008 Canadian dollars.viii

Economy  Productivity Rank

5_ LABOUR PRODUCTIVITY, 2008 
 (2008 CANADIAN DOLLARS 

 PER HOUR WORKED) 

 Norway 92.02 1

 Ireland 68.86 3

 Netherlands 68.70 4

 Belgium 66.19 5

 France 65.23 6

 United States 62.37 7

 Germany 62.28 8

 Sweden 57.11 9

 United Kingdom 55.60 11

 Switzerland 55.13 12

 Australia 55.01 13

 Canada 53.42 14

 Spain 53.39 15

 Finland 53.28 16

 Denmark 53.07 17

 Italy 49.99 18

 Ontario 49.87 19

 Quebec 47.23 20

 Japan 47.10 21

 Iceland 44.54 22

 New Zealand 37.18 24

 South Korea 31.44 27

 Total OECD 50.22

 G7 57.85

Despite weaker growth than in Quebec over the past quarter century, it can be seen that in 2008 Switzerland 
nonetheless had a higher labour productivity level than Quebec. In fact, of the 32 economies compared, 
Quebec was in 20th place in terms of labour productivity, while Switzerland came in 12th. Canada and 
Ontario stood at 14th and 19th, respectively. In addition, the 2008 data indicate that Quebec’s labour 
productivity level was lower than the average for all OECD and G7 members. ix

Economy  1981- 1991- 2001- 1981-
 1991 2001 2008 2008

6_ AVERAGE ANNUAL GDP PER 
 CAPITA GROWTH, 1981-2008 
 (PERCENTAGE) 

 South Korea 7.84 4.60 4.04 5.64

 Ireland 3.23 6.52 2.39 4.22

 United Kingdom 2.51 2.63 1.87 2.39

 Norway 2.27 3.00 1.58 2.36

 Spain 2.89 2.49 1.40 2.35

 Finland 1.79 2.57 2.48 2.26

 Netherlands 2.05 2.47 1.59 2.09

 Australia 1.17 2.75 1.77 1.91

 United States 1.99 2.16 1.42 1.90

 Sweden 1.74 1.89 2.10 1.89

 Japan 3.45 0.68 1.38 1.88

 Denmark 2.24 2.12 0.97 1.87

 Belgium 2.07 1.77 1.54 1.82

 Germany 2.58 1.43 1.24 1.80

 Iceland 1.16 1.94 2.29 1.74

 Canada 1.00 2.28 1.40 1.58

 France 1.87 1.60 0.95 1.53

 Italy 2.43 1.58 0.02 1.49

 Quebec 0.68 2.31 1.20 1.42

 Ontario 0.82 2.32 0.84 1.38

 New Zealand 0.30 2.26 1.42 1.31

 Switzerland 1.24 0.70 1.21 1.03

15
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_ Quebec in the world

The 2008 data indicate that Quebec’s 

labour productivity level was lower than 

the average for all OECD and  

G7 members.
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Clearly, labour productivity has an impact on standards of living. When we compare Quebec’s average annual 
GDP per capita growth with that of certain OECD members, it can be seen that Quebec’s performance is 
generally poorer than the vast majority of countries.x Table 6 shows, however, that average annual GDP per 
capita growth in Ontario between 1981 and 2008 was slightly lower than that in Quebec.

Like productivity data, a rising standard of living does not necessarily reflect an economy’s relative situation. 
In fact, a country may enjoy a high standard of living without necessarily posting higher-than-average growth. 
That is why it is also useful to compare standards of living so as to paint a picture of Quebec’s relative 
performance. 

Economy  GDP p.c. Rank

7_ GDP PER CAPITA, 2008 
 (2008 CANADIAN DOLLARS 

 PER CAPITA) 

 Norway 71,853.27 2

 United States 57,641.62 3

 Switzerland 52,998.54 4

 Ireland 52,745.52 5

 Netherlands 50,900.97 6

 Canada 48,105.89 7

 Australia 47,527.72 8

 Sweden 45,911.14 10

 Ontario 45,471.82 11

 Iceland 44,912.65 12

 Denmark 44,746.39 13

 United Kingdom 44,369.11 14

 Finland 43,823.64 15

 Germany 43,792.27 16

 Belgium 43,342.65 17

 Japan 41,964.06 18

 France 40,590.40 19

 Spain 39,301.74 20

 Quebec 38,897.99 21

 Italy 37,991.87 22

 South Korea 34,381.09 24

 New Zealand 32,974.28 25

 OECD 41,328.78 

 G7 48,719.55 

Table 7 presents the 2008 standards of living of some of the 
30 OECD member countries. The international data were once 
again converted using a purchasing power parity exchange rate 
so as to express them all in 2008 Canadian dollars.xi

The table shows that although Ontario posted average 
annual growth lower than most of the selected countries and 
lower than Quebec, the province nonetheless reported the 
11th-highest standard of living, lagging only slightly behind 
Canada as a whole (7th). At the same time, Quebec came in 
21st, although the average annual growth in its standard of 
living was higher than that of Ontario. It can also be seen that 
Switzerland stood in 4th place for standard of living, despite 
lower growth than Quebec, Ontario and Canada as a whole. 

In fact, Table 7 shows that Quebec’s standard of living falls 
below the average standard of living reported by all OECD and 
G7 member countries. While the gap compared with the OECD 
average is small, Quebec trails far behind the G7 average. 
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The overall results of this analysis are clear: not only did Quebec lag in labour productivity and standard of 
living from the start (i.e. in 1981), but it has not caught up despite the growth over the past 27 years. The 
analysis also shows that Quebec’s lagging economic performance is not solely the fact of an analysis in a 
North American context. Lastly, it can be seen that labour productivity in Ontario and Canada as a whole is 
relatively weak in comparison with the other economies on this list.

Finally, Figure 4 eloquently illustrates the close relationship between average annual growth in labour 
productivity and in the standard of living for 20 OECD member countries between 1981 and 2008. The 
relationship between labour productivity trends and rising standards of living is not limited to North American 
economies. Generally speaking, only those economies with strong labour productivity growth have managed 
to significantly boost their standards of living. The figure also shows Quebec’s relative position. Unfortunately, 
in keeping with the above analysis, Quebec finds itself in an unenviable position on the international scene. 

 

4_ GRowTh in labouR pRoducTiviTy and Gdp peR capiTa, 1981-2008
 (ANNUAL AvERAGE)

Now that we have established Quebec’s relative position, we must seek the reasons for its lagging economic 
performance. In the following section we will delve deeper into this question as we decompose Quebec’s 
labour productivity by sector.
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in measuring and ranking Quebec’s performance on the national and international scenes in the previous 
sections, we painted an overall picture of the province’s economic situation. Data on the economy as a whole 
showed that Quebec lags in terms of standard of living, owing largely to its labour productivity. 

This diagnosis does not necessarily reflect the actual situation by sector. In fact, it is possible that Quebec’s 
lagging labour productivity across its economy as a whole conceals a structural problem. In other words, it 
is possible that the lagging productivity affecting the economy as a whole may be due to economic activity 
being concentrated in sectors with lower productivity, rather than to inefficient use of resources in certain 
sectors. The following example more clearly explains how industrial structure can have an impact on overall 
measures of labour productivity.

In the previous section, we showed that labour productivity observed in Ontario was greater than that 
observed in Quebec. For 2008, for instance, labour productivity in Ontario was $49.87/hour worked, while 
in Quebec it was $47.23/hour worked. Now let us assume that the Quebec and Ontario economies consist 
of two industrial sectors, which we will call A and B. In both provinces, labour productivity is higher in sector 
A than in sector B. Let us also assume that labour productivity in Quebec is higher than in Ontario, in both 
sector A and sector B. This situation is illustrated in Table 8. Oddly enough, it can be seen that even though 
Quebec is ahead of Ontario in both sectors, the overall Ontario economy is stronger than Quebec’s economy. 

 A 75,369,750 1,340,589 56.22

 B 226,109,250 5,043,169 44.83

 Total 301,479,000 6,383,758 47.23

 Industry GDP ( $‘000) Hours (‘000)
 Productivity 

    ($/hr worked)

 A 352,743,000 6,484,291 54.40

 B 235,162,000 5,305,329 44.33

 Total 587,905,000 11,789,620 49.87

 Industry GDP ($‘000) Hours (‘000)
 Productivity 

    ($/hr worked)

8_ SIMULATION OF THE EFFECT OF STRUCTURAL COMPOSITION
 ON LABOUR PRODUCTIVITY LEVELS
 (2008 DOLLARS)

 QUEBEC 

 ONTARIO 
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This situation can be explained by the differences observed in the industrial structure of the two provinces. 
In this example, while over half the hours worked in Ontario are in a more productive sector, i.e. sector A, 
the vast majority of economic activity in Quebec is concentrated in a sector in which labour productivity is 
lower, i.e. sector B. Consequently, aggregate labour productivity in Quebec is lower than in Ontario, although 
both industrial sectors in Quebec have higher levels of labour productivity than in Ontario. In fact, if we 
were to assume that Quebec has the same industrial structure as Ontario, meaning that the breakdown of 
hours worked between the sectors is the same, labour productivity would then be greater in Quebec than in 
Ontario, i.e. $51.09/hour worked. What this shows is that we must attempt to isolate the effect of Quebec’s 
economic structure so as to determine whether its lagging productivity in comparison with Ontario and 
Canada as a whole can be attributed, at least in part, to its industrial structure. 

First of all, Figure 5 breaks down hours worked in 2005xii into seven main industrial sectors.xiii The goods 
production sector is broken down into four subsectors:  

>   primary (e.g. agriculture, forestry and mines); 

>   public utilities (e.g. electricity generation);  

>   construction; and 

>   manufacturing.
 

The service sector is broken down into three subsectors: 

>   transportation and trade industries;  

>   finance and insurance industries, and 

>   an aggregate of all other industries in the service sector.

 5_ decomposiTion of houRs woRked by main 
  indusTRial secToR, 2005
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First of all, we can see that the primary sector is of marginal importance in the sector composition of all three 
economies. While Quebec and Ontario have roughly the same proportion of hours worked in this sector, 
economic activity in the primary sector is somewhat higher in Canada as a whole. The number of hours 
worked in the construction sector is proportionally lower in Quebec than in Ontario and Canada as a whole. 
On the other hand, the manufacturing sector is proportionally larger in Quebec than in Ontario or especially in 
Canada as a whole. Lastly, the proportion of hours worked in the public utilities sector is marginal, in Quebec 
as well as in Ontario and all of Canada. Overall, the goods production sector accounts for just over 30% of 
hours worked in Quebec, Ontario and all of Canada. 

As for services, it can be seen that the transportation and trade sector accounts for a substantial proportion 
of economic activity. Proportionally speaking, Quebec has the largest number of hours worked in this sector, 
ahead of both Ontario and Canada as a whole. However, Ontario has the largest finance and insurance 
sector, with a proportionally greater number of hours worked in this sector than in Quebec and nationally. 
Lastly, the proportion of hours worked in all other services is similar from one economy to the other. 

Figure 5 illustrates some differences between the industrial structures of the Quebec, Ontario and Canadian 
economies. Although marginal, these differences could nonetheless explain a significant portion of Quebec’s 
lagging productivity in comparison with Ontario and Canada as a whole. Hence the importance of identifying 
the structural effect in order to determine to what extent this lagging productivity is structural in origin, and to 
what extent it results solely from productivity. 

Figure 6 is a summary of labour productivity with the effects of industrial structure eliminated. The concept 
underlying this approach is a simple one. By substituting the industrial structures of Ontario and Canada 
for that of Quebec, while keeping Quebec’s sector labour productivity, we can calculate Quebec’s labour 
productivity if its economy were structured like that of Ontario or Canada as a whole.xiv 
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  6_ labouR pRoducTiviTy in Quebec wiThouT 
  sTRucTuRal effecTs, 2005

  (2005 DOLLARS PER HOUR WORkED)

Figure 6 shows that Quebec’s industrial structure has only a small impact on its overall labour productivity. 
If we replace its industrial structure with that of Ontario, the overall productivity level increases by $0.86/
hour worked, representing slightly more than 2% of the overall productivity level. If we then replace Quebec’s 
industrial structure with that of Canada as a whole, the productivity level rises by $0.36/hour worked, or 
about 1% of the overall productivity level. 

Based on this analysis, we cannot conclude that the productivity gaps observed are mainly the result of 
Quebec’s industrial structure. As we have seen, its structure is not very different from that of Ontario or 
Canada overall. While it is true that structure accounts for close to one-third of the productivity gap between 
Quebec and Ontario, this is nonetheless a marginal difference if we consider the relative position of the 
two provinces on the international scene. Moreover, the structural effect explains only 6% of the labour 
productivity gap with Canada, since the country has a productivity level much higher than that of either 
province. 

The fact is that the labour productivity level in Quebec today is relatively low, and trends observed in recent 
years do not suggest that there is any major change in store. Accordingly, it is important to identify the factors 
underlying Quebec’s productivity growth. In the next section we will present a summary by sector so as to 
pinpoint the contribution of each sector to overall labour productivity growth. 
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before looking at the overview of sector growth, we must first analyze Quebec’s current labour productivity 
situation, so as to determine productivity in the various sectors. Table 9 presents a portrait of the situation by 
sector in Quebec, Ontario and Canada as a whole for 2005. 

This analysis shows, first of all, that labour productivity in the public utilities and construction sectors in 
Quebec was higher in 2005 than in Ontario and nationally. In addition, Quebec’s labour productivity was 
higher than Ontario’s in the primary sector. Nonetheless, and regardless of the jurisdiction, there were 
relatively few hours worked in these sectors; the vast majority of hours worked were in sectors in which 
Quebec’s labour productivity was slightly behind those of Ontario and Canada as a whole. 

 Labour   Weight Labour   Weight Labour   Weight  
 productivity (2005 of sector productivity (2005  of sector productivity (2005  of sector
 $/hr worked) (%) $/hr worked) (%) $/hr worked) (%)

9_ INDUSTRIAL STRUCTURE AND LABOUR PRODUCTIVITY IN 2005 
 (2005 DOLLARS)

 QUEBEC ONTARIO CANADA

 Primary 39.16 3.16 34.03 2.78 103.76 5.49

 Public utilities 179.67 1.06 120.91 0.91 152.50 0.87

 Construction 40.08 6.78 33.74 8.44 35.99 8.94

 Manufacturing 45.73 20.68 51.29 18.68 48.37 16.29

 Transportation and 27.31 28.05 31.89 25.18 30.64 26.68
 trade

 Finance 73.16 6.99 77.08 9.37 75.95 7.84

 Other services 28.02 33.28 29.51 34.65 28.29 33.89

 Total 37.42 100.00 39.95 100.00 41.84 100.00

This observation confirms our previous conclusion that Quebec’s productivity gap is not necessarily the result 
of its industrial structure, but rather stems from lower productivity. Consequently, we naturally have to try to 
identify the sectors that contributed – or failed to contribute – to aggregate productivity growth, so as to 
identify the root causes of the current situation.

We cannot limit our analysis to a simple examination of sector contributions to aggregate productivity growth. 
To properly understand the origins of the current situation, we must also seek to understand why a given 
industry has contributed to aggregate growth, or not. For instance, is its contribution due to increased labour 
efficiency (pure productivity) or to growth in the relative size of the sector? 
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Tang and Wang (2004) suggested a method of decomposing labour productivity growth in order to answer 
these questions.xv This technique makes it possible to identify both the contribution by different sectors and 
the factors behind their contribution. 

To more clearly explain the concepts underlying this technique, Table 10 first of all shows the detailed results 
of the decomposition of growth by main economic aggregates, in this case the goods production and service 
sectors.xvi 

The sector growth column shows the labour productivity performance of each sector. It can be seen that 
between 1984 and 2005 labour productivity in the goods production sector rose by 35.65% in Quebec, 
while in the service sector it climbed by 20.40%. Overall labour productivity in the Quebec economy grew by 
19.16%. 

The Total contribution column in Table 10 shows the contribution of each sector to total labour productivity 
growth. Between 1984 and 2005, the goods production sector contributed -0.14%, while the service sector 
accounted for 19.29%. 

Right from the start, these figures illustrate an important point: since 1984, labour productivity growth in 
Quebec has been entirely attributable to the service sector; the total contribution of the goods production 
sector has been negative. Moreover, it can be seen that for all practical purposes the situation is exactly the 
same in Ontario. Only the goods production sector in Canada as a whole has made a positive, but marginal, 
contribution to productivity growth for the country’s economy. 

This raises questions about Quebec’s sector performance in terms of labour productivity. Given that labour 
productivity in the goods production sector grew by 35.65% between 1984 and 2005, how can the sector’s 
contribution be negative?
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 Total 19.16 19.16 28.16 2.42 -11.42

  Goods 35.65 -0.14 16.20 -9.01 -7.33

  Services 20.40 19.29 11.96 11.43 -4.09

  Sector growth Total Pure productivity Size effect Interaction 
   contribution growth  effect

10_ DECOMPOSITION OF PRODUCTIVITY GROWTH, GOODS AND SERVICES, 1984-2005
  (PERCENTAGE)

 ONTARIO

 Total 26.07 26.07 39.19 -1.95 -11.17

  Goods 34.04 -4.69 19.90 -14.84 -9.75

  Services 34.47 30.76 19.29 12.89 -1.42

 Total 22.65 22.65 31.61 0.03 -8.99

  Goods  36.02 2.53 17.32 -7.70 -7.10

  Services 21.18 20.12 14.29 7.73 -1.89

 CANADA

 QUEBEC

This paradox can be explained to a large extent by the size effect. In the previous section we showed that a 
sector’s weight has a direct influence on its contribution to overall productivity. We saw that even if Quebec 
is more productive than Ontario in certain sectors, the weight of those sectors in the Quebec economy is so 
small that they make a marginal contribution to overall productivity. When productivity is measured in terms of 
growth rather than level, the logic remains the same. Even if an industry shows very strong labour productivity 
growth, its contribution to overall growth will be low if the relative size of the sector has shrunk over time or 
the relative weight of the sector, measured by the ratio between the sector’s GDP and that of the economy 
as a whole, was low to start with. 

Consequently, we can extend the analysis even further. To understand the hows and whys of a sector’s 
contribution to overall labour productivity growth, we can break down the total contribution into three 
components, and pinpoint a given sector’s contribution. 

The first component, called pure productivity growth, is actually a weighted measure of sector productivity 
growth. By weighting sector growth as a function of the sector’s relative weight, pure productivity directly 
measures the impact of any improvement in the sector’s productivity.  
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The second component, the size effect, measures the impact of a variation in the size of a sector; size is 
measured in hours worked, in this case. For example, we assume that a reduction in the relative size of a 
sector over time should result in a smaller contribution by that sector to overall productivity growth. Insofar 
as the proportion of hours worked declines over the period analyzed, the size effect will proportionally reduce 
the sector’s total contribution (and vice versa). 

The third component, the interaction effect, measures the impact of interaction between the pure 
productivity and size effects. This effect adds to or reduces sector growth depending on the size effect. Thus 
a sector’s total contribution will be strongly affected if the sector in question simultaneously experiences 
strong sector growth and a substantial reduction in size. The example of the goods production sector in 
Quebec helps to better understand the combined impact of these three components. 

Between 1984 and 2005, the goods production sector in Quebec posted excellent sector performance, 
as labour productivity in the sector rose by 35.65%. Since the relative weight of the goods production 
sector in the economy was initially high, the sector’s pure productivity growth was 16.20%. Because of the 
tertiarization of the Quebec economy, however, the relative hours worked share in the goods production 
sector fell from nearly 40% to just under 32% over the same period. The size effect meant that the 
sector’s total contribution shrank at first by about 9.01%. Because of the reduction in size of the sector, 
the interaction effect, measured by the joint effects of sector growth and size, further reduced the total 
contribution of the goods production sector by just over 7%. All in all, then, given the substantial reduction in 
its relative size, the total contribution of the goods production sector was negative (-0.14%), even though the 
sector grew strongly.

This situation is not unique to the Quebec economy. Given the gradual shift of economic activities to service 
industries, the relative size of the goods production sector has also shrunk in Ontario and Canada as a whole, 
thereby reducing its total contribution despite excellent sector growth. Consequently, growth in overall labour 
productivity is essentially attributable to the performance of the service sector, in all three of the jurisdictions 
studied. 

Under the circumstances, the origins of Quebec’s productivity gap are obvious. Since overall productivity 
growth is attributable entirely to the service sector, a sector that has grown less than in Ontario and Canada 
as a whole, it is easy to see why Quebec’s productivity gap has gradually widened since the early 1980s. 
Given this observation, it is interesting to decompose the data even further, so as to identify those industries 
that have contributed to productivity growth. 
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Table 11 shows a decomposition of labour productivity growth by the main industrial divisions in the economy. 

It can be seen that despite particularly strong sector growth, the primary sector in Quebec made a negative 
contribution to overall productivity growth (-1.08%), because the sector’s relative size declined. The 
situation was similar in Ontario (-2.18%), whereas in Canada as a whole primary industries made a positive 
contribution to overall growth (1.45%). 

In addition, it can be seen that labour productivity in public utilities has fallen by close to 30% since 1984. 
Nonetheless, thanks to a substantial increase in the sector’s relative size, the total contribution by public 
utilities was positive, albeit very small (0.08%). Public utilities in Ontario and Canada as a whole also 
experienced declining labour productivity. Unlike the situation in Quebec, however, the growth in the relative 
size of these industries was not sufficient to counter the sector growth effect. Thus the total contribution of 
public utilities was negative in Ontario (-0.11%) and nationally (-0.37%).

The table also shows that labour productivity in the construction industry fell in Quebec (-1.26%), Ontario 
(-6.51%) and across Canada (-0.53%). Although the decline in labour productivity was sharpest in Ontario, 
it can be seen that the Ontario construction industry made a larger contribution (1.91%) than elsewhere 
(0.21% for Quebec and 1.4% nationally). This situation can be explained by stronger growth in the sector’s 
relative size in Ontario. 

Lastly, despite significant sector growth (49.9%), the manufacturing sector in Quebec made a small 
contribution (0.66%), largely because its relative size shrank considerably (-9.37%). A similar situation 
applied in the manufacturing sector across Canada, while the manufacturing sector in Ontario made a 
negative contribution (-4.32%) owing to a substantial size effect. 

For the service sector, Quebec’s performance in transportation and trade (25.68%) was clearly poorer than in 
Ontario (62.52%) and across Canada (45.50%), although the relative size of the sector shrank to much the 
same extent in all three jurisdictions. Consequently, the transportation and trade sector in Quebec posted a 
total contribution (1.87%) smaller than in Ontario (5.73%) and Canada as a whole (4.00%). 

It can also be seen that the finance sector in Quebec made a relatively large contribution (3.84%), although 
its relative size decreased (-1.21%). This situation can be explained largely by the sector’s labour productivity 
growth, but also by the sector’s relative weight in the Quebec economy. Although they were outperformed by 
the Quebec sector, the Ontario (8.90%) and Canadian (5.72%) finance sectors made larger contributions.

Lastly, we can see that despite weak sector growth (3.51%), the other services sector made an especially 
large contribution (13.58%), because of the substantial increase in activity in the service sector in Quebec. 
The situation was similar in Ontario and in Canada as a whole.
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 Sector growth Total Pure productivity Size effect Interaction
  contribution growth  effect

11_ DECOMPOSITION OF LABOUR PRODUCTIVITY GROWTH BY INDUSTRY, 1984-2005
  (PERCENTAGE)

 Total 19.16 19.16 28.16 2.43 -11.43

  Goods     

   Primary 67.82 -1.08 3.36 -2.55 -1.89

   Public utilities -29.34 0.08 -1.76 2.60 -0.76 

   Construction -1.26 0.21 -0.11 0.32 0.00

   Manufacturing 49.90 0.66 14.71 -9.37 -4.68

  Services     

   Transportation and trade  25.68 1.87 5.79 -2.97 -0.95

   Finance 45.05 3.84 5.60 -1.21 -0.55

   Other services  3.51 13.58 0.57 15.61 -2.60 

 ONTARIO

 QUEBEC

 Total 26.07 26.07 39.19 -1.95 -11.17

  Goods     

   Primary 26.01 -2.18 1.77 -2.41 -1.55

   Public utilities -1.16 -0.11 -0.04 -0.07 0.00 

   Construction -6.51 1.91 -0.46 2.54 -0.17

   Manufacturing 53.92 -4.32 18.63 -14.91 -8.04

  Services     

   Transportation and trade  62.52 5.73 12.26 -3.57 -2.96

   Finance 38.80 8.90 5.39 2.53 0.98

   Other services  10.16 16.14 1.64 13.93 0.57

 

 Total 22.65 22.65 31.61 0.03 -8.99

  Goods     

   Primary 33.26 1.45 5.86 -1.25 -3.16

   Public utilities -5.43 -0.37 -0.23 -0.15 0.01 

   Construction -0.53 1.40 -0.04 1.45 -0.01

   Manufacturing 50.92 0.05 11.73 -7.74 -3.94

  Services     

   Transportation and trade  45.50 4.00 9.08 -3.38 -1.70

   Finance 38.79 5.72 4.55 0.84 0.33

   Other services 3.69 10.40 0.65 10.27 -0.52

 CANADA
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Now we will analyze certain industries in the service sector in greater depth, to understand why the 
contribution of the transportation and trade sector is smaller in Quebec than elsewhere. 

Table 12 shows the results of decomposing productivity growth in the transportation and trade sector. 
It can be seen that Quebec’s labour productivity was generally poorer than that in Ontario and Canada 
as a whole. In fact, of the three industries making up this sector, only the retail trade industry in Quebec 
outperformed that in Ontario and Canada. Labour productivity growth in the wholesale trade industry was 
significantly weaker in Quebec (21.79%) than in Ontario (126.33%) and across Canada (84.41%). Quebec’s 
performance in the transportation and warehousing sector was also poorer (4.63%) than that in Ontario 
(23.56%) and Canada as a whole (19.54%).

In fact, it can be seen that the reduction in the relative size of transportation and trade industries generally 
in Quebec (-2.97%) was similar to the situation in Ontario (-3.57%) and nationally (-3.38%). Under the 
circumstances, it is easy to understand why the transportation and trade sector made a smaller contribution 
in Quebec. Since labour productivity growth in Quebec was smaller than elsewhere, while the size effects 
were similar, the total contribution of the transportation and trade sector was necessarily smaller in Quebec. 
This lag also goes a long way to explaining the productivity growth gap with Ontario and Canada as a whole. 

 Transportation and trade 25.68 1.87 5.79 -2.97 -0.95

  Wholesale trade 21.79 1.11 1.56 -0.36 -0.08  

 Retail trade 45.47 1.26 3.91 -1.83 -0.83

  Transportation and warehousing 4.63 -0.50 0.31 -0.78 -0.04 

12_ DECOMPOSITION OF LABOUR PRODUCTIVITY GROWTH  IN THE TRANSPORTATION 
  AND TRADE SECTOR, 1984-2005
  (PERCENTAGE)

 ONTARIO

 Transportation and trade 62.52 5.73 12.26 -3.57 -2.96

  Wholesale trade 126.33 3.73 8.02 -1.90 -2.40 

  Retail trade 37.99 1.28 2.94 -1.20 -0.46

  Transportation and warehousing 23.56 0.72 1.30 -0.47 -0.11 

 Transportation and trade 45.50 4.00 9.08 -3.38 -1.70

  Wholesale trade 84.41 2.57 4.95 -1.29 -1.09

  Retail trade 38.32 1.33 2.81 -1.07 -0.41

  Transportation and warehousing 19.54 0.10 1.32 -1.02 -0.20 

 CANADA

 QUEBEC

  Sector growth Total Pure productivity Size effect Interaction 
   contribution growth  effect
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Lastly, Table 13 shows the decomposition for other services. As mentioned above, labour productivity growth 
in this sector was weak. However, because of a substantial increase in the relative size of this major industrial 
division, its total contribution was large in Quebec (13.58%), Ontario (16.14%) and across Canada (10.40%). 

It can be seen that Quebec’s sector performance in certain industries was weak – labour productivity fell in the 
information and culture industries (-19.51%), private educational services and health care (-26.13%) and arts and 
entertainment (-15.94%). Nonetheless, the relative size of these industries in the Quebec economy grew to such 
an extent that their total contribution was positive, which explains the overall performance of the other services 
sector. The same applies nationally and, to a lesser extent, in Ontario.

The professional and administrative services industry made the largest contribution of all industries in the Quebec 
economy, a situation attributable to good sector performance and a substantial increase in the sector’s relative 
size. Lastly, despite strong sector performance, the other services sector made a limited contribution, owing in 
large part to its relative decline in size.

31

Labour productivity growth in the 
wholesale trade industry was 
significantly weaker in Quebec 
(21.79%) than in Ontario (126.33%) 
and across Canada (84.41%). 
Quebec’s performance in the 
transportation and warehousing 
sector was also poorer (4.63%) than 
that in Ontario (23.56%) and Canada 
as a whole (19.54%).
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_ what can explain overall labour productivity growth?

 Other services 3.51 13.58 0.57 15.61 -2.60

  Information and culture 
-19.51 4.64 -0.19 6.00 -1.17  industries  

  Professional and administrative 
21.75 6.01 1.11 4.20 0.69  services

  Private educational services 
-26.13 1.76 -0.81 3.60 -1.04  and health care 

  Art, entertainment, recreation 
-15.94 0.86 -0.69 2.38 -0.84  and accommodation

  Other services 43.00 0.32 1.14 -0.57 -0.25

13_ DECOMPOSITION OF LABOUR PRODUCTIVITY GROWTH IN THE OTHER SERVICES SECTOR,
  1984-2005
  (PERCENTAGE)

 ONTARIO

 Other services 10.16 16.14 1.64 13.93 0.57

  Information and culture 
3.78 5.55 0.03 5.32 0.20  industries  

  Professional and administrative 
26.44 7.91 1.57 5.23 1.11  services

  Private educational services 
-1.02 1.63 -0.03 1.72 -0.06  and health care 

  Art, entertainment, recreation 
-17.28 0.68 -0.68 1.96 -0.60  and accommodation

  Other services 31.54 0.36 0.75 -0.30 -0.09

 Other services 3.69 10.40 0.65 10.27 -0.52

  Information and culture 
-0.32 1.21 -0.01 1.22 0.00  industries  

  Professional and administrative 
17.49 6.28 0.84 4.85 0.59  services

  Private educational services 
-16.25 1.57 -0.45 2.45 -0.43  and health care 

  Art, entertainment, recreation 
-11.53 0.78 -0.44 1.86 -0.63  and accommodation

  Other services 33.51 0.57 0.72 -0.11 -0.04

 CANADA

 QUEBEC

  Sector growth Total Pure productivity Size effect Interaction 
   contribution growth  effect
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_ what can explain overall labour productivity growth?

Overall, our decomposition of labour productivity growth leads us to two important observations:  

>   Between 1984 and 2005, the contribution by the goods production sector was negative. Consequently, 
 the aggregate growth in labour productivity was attributable entirely to the service sector.  

>   Labour productivity growth in the service sector was lower in Quebec than elsewhere. This essentially
 explains the productivity gap with Ontario and Canada as a whole.

Given these findings, the origin of Quebec’s lagging productivity is indisputable. Inasmuch as aggregate growth 
came entirely from the service sector, a sector with a lower productivity level and growth than elsewhere, 
Quebec’s productivity gap with Ontario and Canada as a whole inevitably widened between 1984 and 2005. 

If we extend the analysis just one step further, it is possible to more specifically target the industries responsible 
(or not) for productivity growth in the service sector. Our analysis shows that the transportation and trade sector 
was responsible for much of the productivity gap with Ontario (and Canada as a whole). 

Labour productivity growth in the 
service sector was lower in Quebec 
than elsewhere. This essentially 
explains the productivity gap with 
Ontario and Canada as a whole.
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The analyses presented here are based on the 
latest standard of living and labour productivity 
data available. For most of the analyses, the period 
covered is from 1981 to 2008. A shorter period 
was used for the sector analysis (1984-2005), 
given the availability of relevant data. 

Our main finding is that the Quebec economy 
is having trouble generating wealth to the same 
extent as the main industrialized economies. One 
of the principal causes of this economic gap 
is the province’s lacklustre labour productivity 
performance. Whether in terms of growth or in 
absolute terms, Quebec’s labour productivity is 
unfortunately not very inspiring. 

Our analyses also show that an increasingly large 
proportion of the standard of living gaps between 
Quebec, on the one hand, and Ontario, Canada as a 
whole and the United States, on the other hand, can 
be explained by lifestyle choices. Quebeckers, by 
choosing to participate less in the labour market or 
to participate with less intensity, implicitly accept a 
lower standard of living. This is a legitimate choice. 
However, when they are at work, Quebeckers 
certainly do not choose to be less productive than 
Ontarians, other Canadians or Americans. 

Quebec workers’ labour productivity is the result of 
several factors:
>   their technological work environment;  
>   their training and education;
>   the regulatory environment;
>   the tax regime, etc. 

Our analysis shows that the environment for 
Quebec workers does not allow them to be more 
productive. Yet productivity is one of the main 
factors that determine the standard of living. 

A more detailed analysis at the sector level allowed 
us to identify the main sectors responsible for 
Quebec’s poorer labour productivity performance. 
When compared with Ontario or Canada as 
a whole, Quebec’s lagging performance is 
attributable mainly to the service sector. Within 
this sector, the wholesale trade and transportation 
and warehousing sectors seem to be particularly 
responsible. 

It must be noted, however, that Ontario and Canada 
as a whole are not very far ahead of Quebec 
when it comes to labour productivity on the 
international scene. Hence the poorer performance 
of the wholesale trade and transportation and 
warehousing sectors explains only a minute portion 
of Quebec’s overall results. 

Our analysis is purely descriptive, and aimed at 
promoting a better understanding of the situation 
in Quebec. Improving the province’s productivity 
performance and hence its standard of living is 
a long-term task that calls for changes in many 
industrial sectors, as well as legislative and tax 
reforms. Accordingly, the Centre for Productivity 
and Prosperity suggests a research program aimed 
at better understanding the impact of individual, 
business and government behaviour on productivity. 
A number of projects are already underway, and 
the results will allow us to formulate specific 
recommendations to improve Quebec’s productivity. 

conclusion
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i In 2008, Quebec’s standard of living was below the average for OECD countries.

ii Unless otherwise noted, GDP data are measured in 2008 Canadian dollars. Data from other countries have been converted into 

Canadian dollars using constant purchasing power exchange rates. See the methodological appendix for more details, at www.hec.ca/

cpp.

  
iii In an effort to make them compatible with Canadian data, demographic data from the United States have been adjusted. For a 

detailed description of the changes, see Maynard, Jean-Pierre (2007), “The Comparative Level of GDP per Capita in Canada and the 

United States: A Decomposition into Labour Productivity and Work Intensity Differences,” Statistics Canada, product No. 15-206-XIE, 

in the Statistics Canada catalogue, Ottawa, Ontario.

  
iv In terms of labour market participation and work intensity. The purely demographic term does not change in the short term.

  
v In 2007, the OECD had 30 members. For the complete list of member countries, see www.oecd.org.

  
vi  For reasons of data availability (since some countries joined the OECD after 1981), this analysis covers only the countries for which it 

was possible to obtain data from 1981 to 2008. For the complete list of performances by country, see the methodological appendix.

 
vii  The methodological appendix presents the results for the 30 OECD member countries.

  
viii  These data must be considered with some circumspection. In particular, converting data into purchasing power parity makes it 

difficult to compare levels. Caution is called for in interpreting minor differences. 

  
ix  The G7 member countries are the United States, Japan, Germany, Italy, France, Great Britain and Canada.

 
x  See the methodological appendix for a complete list of results by country. 

 
xi  See the methodological appendix for a complete list of results by country.

  
xii  The 2005 data were the latest complete series available at the time of publication.

  
xiii  The public administration and individuals sectors are not covered in this analysis. Consequently, the values used for labour 

productivity differ slightly from the values used in the previous sections. 

  
xiv  See the methodological appendix for details concerning the calculations.

  
xv  Tang, Jianmin and Weimin Wang (2004), “Sources of Aggregate Labour Productivity Growth in Canada and the United States,” 

Canadian Journal of Economics 37(2), pp 421-444.

 

 xvi  For reasons of data availability, the analysis in this section concerns solely the business sector. The public administration and 

individuals sectors are excluded.
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