
VIEWPOINT

Productivity in Canada is a major 
source of concern, as it influences 
the economic growth and competi-
tiveness of the country. Indeed, al-
though Canada has abundant 
resources and considerable econom-
ic potential, its overall productivity re-
mains below that of many other 
industrialized countries. This situa-
tion is a significant obstacle to 
improving Canadians’ standard of liv-
ing, productivity being its main de-
termining factor.

THE STATE OF PRODUCTIVITY 
IN CANADA
The low level of productivity in 
Canada is an indisputable fact. The 
country is an underperformer among 
the G7 when it comes to productivity. 
In 2022, it was 6th in terms of hourly 
productivity as measured by gross 
domestic product per hour worked, 
just ahead of Japan1 (see Figure 1).

A deeper analysis of the productivity gap be-
tween Canada and a comparable economy like 
that of the United States shows that this phe-
nomenon has persisted for some time. On 
average, the productivity gap from 2010 to 
2022 was 35.7%,2 a non-negligible difference 
which is all the more worrisome given that it is 
observed over an extended period. This means 
that Canada is not able to generate as much 
economic value per unit of time, on average, as 
the United States. 

This dynamic represents a significant chal-
lenge, as a decline in productivity risks leading 
to a loss of international competitiveness,3 

which would limit the creation of quality jobs 
and undermine the maintenance of strong 
economic growth.

• For one thing, when productivity is low, 
companies have trouble producing more 
with the same resources, which restricts 
their ability to introduce competitive prod-
ucts on the global marketplace. This hampers 
the creation of quality jobs, as companies 
have less leeway for investing in new pro-
jects, hiring additional staff, or increasing 
remuneration for those already employed. 

• For another, low productivity interferes with 
the maintenance of strong economic growth, 
as it limits the capacity of companies to 
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Figure 1

 
Note: USD, constant prices, 2015 PPPs. 
Source: OECD.Stat, Level of GDP per capita and productivity, OECD, consulted July 25, 2023.
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generate revenues and invest in innovation 
and development. According to one report, 
53% of the average annual growth in global 
GDP since 1964 is due to productivity.4

THE RESULT OF LOW INVESTMENT PER JOB
Low productivity is directly related to the low 
level of investment in the economy. Once again, 
Canada’s relative performance in this regard is 
not encouraging. The country is lagging signifi-
cantly behind its peers in terms of private 
investment.

In 2018, as measured by non-residential pri-
vate investment per job, an indicator of our 
competitive environment and level of produc-
tivity, Canada ranked behind many OECD 
countries.5

This trend is also evident when looking at com-
panies’ spending on research and develop-
ment (R&D), as such investment plays a major 
role in our productivity deficit. Canada thus 
found itself at the bottom of the pack6 in terms 
of R&D in 2017, which indicates a fundamental 
lag compared to many of its OECD peers as op-
posed to simply a structural lag.

Faced with this reality, Canada’s governments 
need to intensify their efforts to encourage com-
panies to devote more resources to research and 
development in order to make up this signifi-
cant gap.

NEGATIVE EFFECT ON CANADIAN LIVING 
STANDARDS
Productivity being the main determinant of 
living standards in the long term,7 the ramifi-
cations of this decline in productivity are found 
notably in the evolution of GDP per capita, a 
key indicator in this regard. Because of the 
cumulative effect of economic growth,8 even 
small variations in productivity can translate 
into significant gaps in GDP per capita, and 
therefore in the standard of living of 
Canadians. 

For example, according to data from the World 
Bank, in Canada, GDP per capita in 2022 was 
US$54,966 in current dollars.9 In the United 
States, it was US$76,396, some 39% higher, 
which reflects the difference in productivity re-
ferred to above.

Another indicator of standard of living that ac-
counts for differences in purchasing power 
paints a similar picture. According to data from 
the CIA’s World Factbook,10 GDP per capita was 
$47,900 in Canada in 2021, versus $63,700 in 
the United States. This gap, a little lower than 
the previous one, is 33%.

As productivity is the main cause of the relative 
drop in Canadians’ standard of living, it behooves 
us to give it the attention it deserves.

By adopting a more favourable fiscal and regu-
latory framework, we could strengthen the at-
tractiveness of Canada as a destination for 
investment, like the United States between 
2010 and 2022. An approach that aligns our fis-
cal environment to the best international prac-
tices would stimulate innovation and lead to 
increased productivity, thus favouring Canada’s 
economic growth and global competitiveness. 
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