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ABOUT THE CPQ
Founded in 1969, the Conseil du patronat du Québec (Quebec Employers
Council) is an alliance representing nearly 100 sectoral associations and
a number of business, institutional and corporate members.

As such, it represents the interests of over 70,000 employers of
all sizes from both the private and parapublic sectors.

INTRODUCTION
Annually since 2010, the Conseil du patronat du Québec (CPQ) has published Report
Cards on Quebec Prosperity outlining the province’s main strengths and weaknesses.
The purpose of this publication is not to make appraisals of measures undertaken by
different governments but rather to identify opportunities and threats that should be
brought to bear when developing policy. In the weeks leading up to the 2015 federal
elections, the CPQ had published a federal prosperity report card, Report Card
on Canadian Prosperity. It now returns to this exercise in the lead up to the 2019
elections. Rather than focusing on the outcomes of prosperity, the exercise focuses
on its determinants, such as notably the availability of a qualified labour force, the
competitiveness of the fiscal environment, and a business environment conducive to
attracting investments. As such, the report card evaluates a set of eleven different
socioeconomic indicators, each linked to a society’s level of prosperity.1

1

The data normally used in the provincial edition allows for comparisons between Québec and other provinces. In the federal edition, comparisons
between Canada and other countries is not always feasible due to lack of comparable data (for instance, data on infrastructure or regulatory
frameworks).
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2019 SUMMARY RESULTS
Canada has a relatively high level of income. Among 33 OECD countries (member countries of the Organization
for Economic Co-operation and Development), Canada ranked 15th in 2018 with a GDP per capita at purchasing
power parity (PPP) of $48,107, a notch higher than the OECD average (estimated at $45,645). This earns Canada
a mark of B. In the 2015 edition of this federal report card, Canada ranked 12th.2

Compared to OECD countries, Canada performs quite well in relation to most indicators and
more specifically those pertaining to levels of education, patents, and business operating
costs. However, Canada falls behind when it comes to numeracy skills, the participation rate
of older workers, and research and development (R&D) expenditures, as well as investments
in information and communication technology (ICT). It would appear vital to institute reforms
to redress these weaknesses.
The following summary table (Table 1) presents the overall results of the 2019 edition of the Report Card on
Canadian Prosperity alongside results from the 2015 edition. Naturally, due to the structural character of most of
these indicators, substantive changes from one year to the next are not to be sensibly expected.
The summary table confirms that, relatively speaking, little has changed. On the one hand, per the marginal
effective tax rate (or METR), there has been a slight improvement with regard to incentives on investment. On
the other, we see a reduction in R&D spending. In terms of the other indicators, Canada’s rankings, for all intents
and purposes, remain the same. Canada’s overall performance earns it a B+, the same mark it obtained on the
2015 report card.
When looking at absolute values however, a number of changes come to light. What follows is a summary
of our main observations. Further down, in each corresponding section, supplemental details are outlined for
each indicator.

LABOUR FORCE QUALITY AND AVAILABILITY
• Canada’s performance in terms of education remains one of its strengths. It particularly excels in relation to secondary education with only 9% of its population aged 25 to 64 having no secondary education
diploma. Among the OECD countries ranked for this indicator, Canada places 4th. In terms of postsecondary
education, Canada also sets itself apart with 57% of its population aged 25 to 64 with a postsecondary
(also known as tertiary) education diploma. This places Canada 2nd among the OECD countries ranked for
this indicator.
• The participation rate of adults aged 55 to 59 in Canada has increased over recent years. Yet, Canada’s
relative place in the rankings has fallen which would indicate that other countries are outperforming Canada
in this respect.

2

6

According to OECD figures, Iceland and Belgium – countries that scored close behind Canada in the 2015 edition of this report card – alongside Finland, now
outrank Canada. According to data from the International Monetary Fund (IMF), Canada’s GDP per capita at purchasing power parity for 2018 is $49,650.
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COST OF LABOUR
• Canada’s minimum wage rate expressed as a percentage of its median wage rate results in a score of 46%
which places it 8th among 28 OECD countries ranked for this indicator. This score reflects a certain equipoise,
as discussed further, between an overly low and an overly high minimum wage rate in relation to the median
wage rate.

PUBLIC FINANCES
• Canada has improved its score in relation to the METR (marginal effective tax rate) with a rate of 15.8% for
2019. This raises its ranking from 2014, now placing 16th among the 34 OECD countries ranked for this indicator.
• Canada’s public debt, which accounts for all public debt from different levels of government, remains signi
ficant, representing nearly 90% of the country’s GDP. Canada places 25th among the 33 OECD countries ranked
for this indicator.

BUSINESS ENVIRONMENT
• Canada places 3rd among 12 countries in terms of the number of patents per billion dollars of R&D spending.
This is relatively reassuring as it suggests that despite its weakness in terms of R&D spending, Canada is
leveraging these expenditures effectively.
• Canada’s labour productivity earns it a spot in the middle of the pack of OECD countries, just above the third
quartile mark.
• In terms of business operating costs, Canada maintains its ranking from the 2015 report card, placing 2nd once
again. In absolute terms, its performance has shown improvement with a 14.6% relative advantage over the
US in 2016 compared to 7.2% in 2014.
• Canada spent 1.59% of its GPD on R&D in 2017, placing it 18th among OECD countries included in the a nalysis.
This represents a decrease compared to the 2015 report card at which time Canada was spending 1.71% of its
GDP on R&D per 2012 data, placing it 16th.
• Canada performs poorly in terms of investment in information and communication technology (ICT), investing
only 2.14% of its GDP here. This places it 12th among 15 countries ranked for this indicator.
In light of its scores for these last two indicators (R&D and ICT), a substantial push will be needed on these
fronts, particularly seeing as they are critical to the health of Canada’s economic prosperity in the years ahead.

INDICATOR THAT COULD NOT BE UPDATED
The numeracy skill level of adults was featured as an indicator in the 2015 edition of this report card using data
from a study by the OECD’s Programme for the International Assessment of Adult Competencies (PIAAC). Unfortunately, this study was only completed once in 2012 and no new data has since been collected. Consequently,
the data presented here are the same as those from the 2015 report card. Seeing as technological advancement
is fundamental in this day and age, there is some urgency in resuming data collection for this indicator.

INTRODUCTION
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CHART 1
GDP PER CAPITA AT PURCHASING POWER PARITY (PPP) | 2018
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SOURCES: OECD statistics, “GDP per capita, USD, current prices and PPPs”,
https://stats.oecd.org/index.aspx?queryid=61433, and CPQ calculations.
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THE FOLLOWING TABLE SUMMARIZES THE OVERALL RESULTS OF THE ANALYSES USED
TO GENERATE THE SCORES IN THIS PUBLICATION.

GDP PER CAPITA, CURRENT
DOLLARS AT PPP

CHART

RANKING
AMONG OECD
COUNTRIES
(2019)

MARK
FOR 2019

MARK
FOR 2015

CHANGE
BETWEEN 2015
AND 2019

1

15/33

B

B

=

B

B+

–

LABOUR FORCE QUALITY AND
AVAILABILITY
Percentage of the adult*
population without a secondary
education diploma

2

4/34

A

A

=

Percentage of the adult*
population with a postsecondary
education diploma

3

2/35

A

A

=

Adult numeracy skills

4

14/22

C

C

=

Participation rate of older workers

5

21/36

C

B–

–

B+

B+

=

B+

B+

=

B

B

=

COST OF LABOUR
Minimum wage as a proportion
of median wage

6

8/28

PUBLIC FINANCES
Marginal effective tax rate
on investment

7

16/34

B

C

+

Tax burden

8

11/34

B

B

=

Public debt

9

25/33

C+

B–

–

B+

B+

=

BUSINESS ENVIRONMENT **
R&D spending

10

18/31

C

C

=

Patents

11

3/12

A

A

=

Labour productivity 3

12

17/35

B–

B–

=

ICT investment

13

12/15

C–

n.d.

n.d.

Business operating costs

14

2/10

A

A

=

B+

B+

=

AVERAGE

* The term “adult” is used here for space considerations. See the corresponding charts for the exact reference age.
** The overall mark for this category excludes the score for the ICT investment indicator.
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Albeit based on a different set of measures, Canada obtained a C+ for this indicator on the 2015 report card.
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01
LABOUR FORCE

QUALITY AND AVAILABILITY
Seeing as the advancement of technology is constant, and in light of population aging, the
ability of a state to measure up to the competition and continue to prosper rests significantly
on the availability of workers, both in terms of sufficient numbers and necessary skills and
qualifications, all in accordance to the needs of its labour market. We look at the availability of a
country’s labour force through the lens of a population’s level of education and the participation
rate of its workers.

1.1

SECONDARY EDUCATION GRADUATION RATES
RELEVANCE
Secondary education graduation rates are central in evaluating the performance of education systems. The
economic and social repercussions of not completing secondary education are detrimental both for individuals
and society at large.

OBSERVATIONS
In terms of the percentage of the population aged 25 to 64 without a secondary education diploma, Canada
places 4th among the 34 OECD countries ranked for this indicator, with a rate of only 9%. This earns it an A and a
spot in the first quartile. Canada had also earned itself an A on the 2015 report card indicating that its strengths
in terms of level of education are not new and have remained consistent over the years. What’s more, Canada
improves its ranking for this indicator, now ranking 4th among 34 countries per 2017 data compared to ranking
6th among 31 countries per 2013 data.

10
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CHART 2
PERCENTAGE OF THE POPULATION AGED 25 TO 64
WITHOUT A SECONDARY EDUCATION DIPLOMA | 2017
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SOURCES: OECD, 2018. Education at a Glance 2018: OECD Indicators, Paris: OECD Publishing,
https://doi.org/10.1787/eag-2018-en, and CPQ calculations.
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1.2

POSTSECONDARY GRADUATION RATE

CHART 3
PERCENTAGE OF THE POPULATION AGED 25 TO 64
WITH A POSTSECONDARY EDUCATION DIPLOMA | 2017
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SOURCES: OECD, 2018. Education at a Glance 2018: OECD Indicators, Paris: OECD Publishing,
https://doi.org/10.1787/eag-2018-en, and CPQ calculations.
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RELEVANCE
This statistic measures the percentage of a country’s labour force with a higher education diploma. This indicator
is of particular importance since a society’s level of education appears to play a major role in its economic
strength. It is measured across the entire population of economically active adults. Much like the statistics seen
earlier on the proportion of the population without a secondary education diploma, it is reasonable to expect this
statistic to remain largely stable from one year to the next.

OBSERVATIONS
Canada performs very well in terms of this indicator also. In fact, its population is the second most educated
among the countries ranked, with 57% of its population having earned a postsecondary diploma. Only Korea
outranks Canada in this category with a rate of 65%. Canada therefore earns itself an A for this indicator. On
the 2015 report card, Canada had ranked first for this indicator. Though now outperformed by Korea, Canada
nevertheless receives an A as it continues to be one of the top-performing countries in terms of postsecondary
education, which heralds well for its economic growth.
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1.3

ADULT NUMERACY SKILLS

CHART 4
ADULT NUMERACY SKILLS*
NOTE: As mentioned earlier in the 2019 Summary Results section, in the absence of new data
the results presented here are the same as those from the 2015 report card. The only add-ins are data from
Statistics Canada for Belgium.
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* T he numeracy skills of the population aged 16 to 65 were evaluated using a 500-point scale to gauge skills across
a continuum.
SOURCE: Statistics Canada, 2013. Skills in Canada: First Results from the Programme for the International Assessment
of Adult Competencies (PIAAC), Ottawa: Minister of Industry, https://www150.statcan.gc.ca/n1/en/pub/89-555-x/89555-x2013001-eng.pdf
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RELEVANCE
As noted by Statistics Canada in its report about this data:
“Given the centrality of written communication and basic mathematics in virtually all areas of life, coupled with
the rapid integration of ICT, individuals must be able to understand, process, and respond to textual and numerical
information, print and digital, if they are to participate fully in society – whether as citizens, family members,
consumers, or employees.” 4

OBSERVATIONS
Numeracy is defined as an individual’s ability to understand and work with mathematical information as
required by any number of regular daily activities. In terms of adult numeracy skills (“adult” being defined as
any individual of working age), Canada ranks 14th among 22 OECD countries included in the OECD’s Programme
for the International Assessment of Adult Competencies. This earns it a mark of C. This result is identical to the
one reported on the 2015 report card as this indicator was measured using data from a one-time study led in
2012. Accordingly, no new data is available, which is unfortunate in light of the growing demands of technology
as we move into the future.

4

Statistics Canada, 2013. Skills in Canada: First Results from the Programme for the International Assessment of Adult Competencies (PIAAC), p. 6,
https://www150.statcan.gc.ca/n1/en/pub/89-555-x/89-555-x2013001-eng.pdf
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1.4

PARTICIPATION RATE OF OLDER WORKERS
CHART 5
PARTICIPATION RATE OF OLDER WORKERS | 2018
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SOURCE: OECD statistics, “LFS [labour force statistics] by sex and age – indicators”,
https://stats.oecd.org/Index.aspx?DataSetCode=LFS_SEXAGE_I_R&Lang=en#
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RELEVANCE
The participation rate5 measures the availability of labour on the market. Over the last few decades, women’s
increased rate of participation on the labour market is what has most driven the overall participation rate,
quantitatively speaking. Nowadays, it is the participation rate of older workers that is most likely to influence
Canada’s ability to respond to labour needs in the coming years.
Though Chart 5 shows the participation rate for three age groups falling between 55 and 69, our analysis focuses
mainly on the 55 to 59 age group as, in our view, workers in this age group are those most likely to continue
working or to seek out employment.

OBSERVATIONS
The participation rate of workers aged 55 to 59 in Canada (75.6%) is higher than the OECD average (73.3%) yet this
does not place it among the highest performers. Canada places 21st out of 36 countries ranked for this indicator,
earning itself a C. This performance seems to have declined compared to the results from the 2015 report card at
which time Canada had earned itself a B– by ranking 17th out of 34 countries. Manifestly, though the participation
rate of older workers has increased over the last years in Canada, this increase has not measured up to the participation increases seen in other countries.
Otherwise, the participation rate of workers in the 60 to 64 age group places Canada 18th among 36 countries
ranked for this indicator, with a rate of 56.5%. Though this is a cut above the OECD average of 53.5%, this
rate lags relatively far behind those of countries ranked highest, such as Sweden (73.7%) and Japan (70%). As
for the 65 to 69 age group, Canada’s participation rate for these workers is 26.5%, placing it 12th among the
36 countries ranked for this indicator.
It should be noted that a number of industrialized states throughout the world have implemented measures to
stimulate the participation rate of older workers whereas Canada trails behind in pursuing initiatives of this kind.

5

The participation rate for any age or gender group is based on the total number of economically active individuals from said group expressed as a percentage of
the total population of that same group.
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LABOUR COSTS
2.1

MINIMUM WAGE AS A PROPORTION OF THE MEDIAN WAGE
CHART 6
MINIMUM WAGE AS A PERCENTAGE OF THE MEDIAN WAGE RATE OF
FULL-TIME WORKERS | 2016 AND 2017
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SOURCE: OECD statistics, “Minimum relative to average wages of full-time workers”,
https://stats.oecd.org/Index.aspx?DataSetCode=MIN2AVE&Lang=en
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RELEVANCE
The minimum wage rate is the result of efforts to strike a balance between reducing wage inequality and worker
poverty all while avoiding any substantial reduction in labour demand (i.e. employment) at the lower end of the
salary scale. It is not, however, so much about the absolute minimum wage rate but more about its relative value
in relation to a given economy’s salary scale. The OECD’s stance is that using median salary rates is preferable
to using average salary rates when comparing relative minimum wage rates across countries since median rates
account for the varying income distributions of different countries.

OBSERVATIONS
According to 2017 data, the ratio between the average minimum wage rate and the median salary rate in Canada
is 46%. This earns Canada a mark of B+ for this indicator, placing it 8th among 28 ranked OECD countries. This
ratio also signals a certain equipoise. An overly high minimum wage rate effectively reduces demand for low-
skilled jobs or otherwise pushes part of these jobs onto the black market while running the risk of incentivizing
workers aged 15 to 24 to drop out of school as two-thirds of these jobs are held by individuals in this age group.
On the other hand, an overly low minimum wage rate fails to encourage inactive individual of working age to
return to the job market.

EMPLOYER PAYROLL TAX COSTS
For employers, the total cost of labour includes nominal wage costs as well as payroll taxes. In labour-intensive
industries, payroll taxes can represent significant costs. For businesses with the latitude to choose where their
installations are located, this cost category can certainly become a factor in their decision. In fact, we know
that payroll taxes have a negative effect on salary rates, job creation, disposable income and economic growth.
Comparable data about this form of employer contribution from different countries is hard to come by, though some
comparisons can be made between Canada and the US. In doing so, we find that Canada is at a disadvantage
compared to the US when it comes to payroll costs though this disadvantage has weakened, relatively speaking.
Indeed, to this point, between 2000 and 2016,6 compared to the US, the relative value of the average unit cost of
labour in manufacturing in Canada has increased by 5%. Moreover, this increase was not offset by an increase
in productivity, which has grown much less rapidly in Canada than in the US over that same period. Whereas
productivity in the US manufacturing sector increased by 48% between 2002 and 2016, Canada’s increase in
productivity only reached 19% over the same period. In terms of their overall economies, labour productivity in the
US saw a 1.5% annual increase between 1981 and 2017, compared to a 1.2% increase in Canada.7

6

The Conference Board, 2018.”International Comparisons of Hourly Compensation Costs in Manufacturing and Sub-Manufacturing Industries”,
https://www.conference-board.org/ilcprogram, as cited in Marc Levinson, 21 February 2018, U.S. Manufacturing in International Perspective,
Congressional Research Service, https://fas.org/sgp/crs/misc/R42135.pdf. However, compared to the US, the relative value of the average unit cost of
labour in manufacturing in Canada increased by 26% between 2000 and 2014 per The Conference Board, 17 December 2014, “International Comparisons of
Hourly Compensation Costs in Manufacturing and Sub-Manufacturing Industries”, as cited in Marc Levinson, 17 March 2015, U.S. Manufacturing in International
Perspective, Congressional Research Service.

7

Centre sur la productivité et la prospérité, Walter J. Somers Foundation, HEC Montréal, March 2019. Productivité et prospérité au Québec : Bilan 2018, http://cpp.hec.ca/
wp-content/uploads/2019/03/PP-2018-01.pdf, p. 13, chart 5.
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03
PUBLIC FINANCES
3.1

MARGINAL EFFECTIVE TAX RATE ON INVESTMENT

CHART 7
MARGINAL EFFECTIVE TAX RATE ON INVESTMENT | 2019
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SOURCE: Bazel, Philip and Jack Mintz, March 2019, Corporate tax reform: Australia watches the train go by, Forrest ACT:
Minerals Council of Australia, https://minerals.org.au/sites/default/files/Australian%20corporate%20tax%20
reform_Watching%20the%20train%20go%20by_March%202019_FINAL.pdf
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45%

RELEVANCE
The marginal effective tax rate (METR) on investment represents the impact of a given country’s tax regime on
new investments. It reflects the aggregate impact of all fiscal rules and expenses on capital investment returns.
These include capital taxes, sales taxes, corporate taxes, capital cost allowance rates and rules, and inventory
accounting methods.
How local businesses make investment decisions, and where multinational choose to set up shop, are partly
based on a country’s relative tax burden.

OBSERVATIONS
Passed in December 2017, the US Tax Cut and Jobs Act included a measure that reduced the US corporate tax
rate from 35% to 21% and raised the amortization rate on certain capital goods to 100%.
To compensate for this significant drop in tax competitiveness, the Canadian and Quebec governments have
proposed accelerated depreciation measures for a number of investment categories.8
In 2019, Canada’s METR weighs in at 15.8%. This earns it the mark of B while placing it 16th among the
34 countries ranked for this indicator. This is a gain compared to the 2015 report card where Canada ranked
21st with an METR of 19%.
These numbers involve some subtleties on two different fronts. First, the advantage Canada enjoyed over
the US prior to their tax reform has been greatly reduced. Indeed, in terms of METR, Canada enjoyed a
17 percentage-point advantage in 2014 and a 14 percentage-point advantage in 2017. In 2019, we only observe
a 6 percentage-point advantage.
Further, despite the strength of accelerated amortization measures in boosting fiscal competitiveness and
investment incentivization, for businesses that make no investments in a particular year or that are not eligible
for accelerated depreciation measures, the statutory tax rate is ultimately the most relevant and on this front
Canada is relatively less competitive. Out of the OECD’s 34 countries, 22 have lower statutory corporate tax
rates than Canada.9

8

At the federal level and at the provincial level in Quebec, accelerated depreciation measures on investments are proposed for machinery and equipment used
for the manufacturing and processing of goods, as well as for equipment for clean energy production. Other capital investments will generally be eligible for a
first-year deduction for depreciation equal to up to three times the amount that would otherwise apply in the year an asset is put in use. Quebec has also included
electronic equipment and intellectual property to the list of goods eligible for accelerated depreciation and has announced a permanent measure allowing for
additional amortization deductions to the tune of 30% on certain types of investments.

9

According to Quebec’s Ministry of Finance, the average rate in 2018 was 13.8% in Canada, 18.7% in the US and 18.4% across OECD countries. Source: Gouvernement
du Québec, March 2019. Budget 2019-2020 - Budget Plan, http://www.budget.finances.gouv.qc.ca/budget/2019-2020/en/documents/BudgetPlan_1920.pdf
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TAX BURDEN

CHART 8
TOTAL TAX REVENUES AS A PERCENTAGE OF GDP | 2017
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SOURCE: OECD statistics, 2019. “Tax Revenue (indicator)”, https://doi.org/10.1787/d98b8cf5-en
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RELEVANCE
Tax burden compares all taxes collected by public administrations in a given jurisdiction to its GDP. This indicator
represents the overall tax load collectively carried by taxpayers (individuals and businesses combined). It includes
the full weight of taxation (from central, regional and local governments) borne by taxpayers in each country. This
indicator shows the extent of government presence in the economy.

OBSERVATIONS
Tax revenues represent 32.2% of Canada’s GDP. This earns it a mark of B for the 11th lowest tax burden among
the 34 OECD countries ranked for this indicator. Though this ratio is below the OECD average (34.2%), it is higher
than Canada’s previous ratio of 30.6% from 2013. Canada retains the same mark of B that it had obtained on the
2015 report card.10

10 Canada’s ranking has slightly improved, going from 12th to 11th among 34 countries, but this can be explained by the absence of 2017 data for Australia.
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PUBLIC DEBT

CHART 9
PUBLIC DEBT AS PERCENTAGE OF GDP | 2013 AND 2017
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SOURCE: International Monetary Fund, “General Government Debt (Percent of GDP)”,
https://www.imf.org/external/datamapper/GG_DEBT_GDP@GDD
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RELEVANCE
The relationship between a given country’s GDP and its government sector financial commitments reflects its
ability to face its public finance obligations. The risks of any future increase in fiscal burden or future reduction
in public spending can also be inferred from this measure.

OBSERVATIONS
Per 2017 data, with a gross government debt-to-GDP ratio of 89.73%,11 Canada places 25th out of 33 OECD
countries ranked for this indicator, which earns it a mark of C.
This represents a relatively slight increase from 2013, at which time this debt ratio was 85.79%.
Data on net debt were featured in the last edition of the Report Card on Canadian Prosperity. When taking net
debt into account, Canada’s ranking remarkably improved, climbing to 13th among the 29 countries ranked (with
a net debt-to-GDP ratio of 37.1%) compared to ranking 20th among 29 OECD countries in terms of gross public
debt. For the purposes of the 2019 report card, we were unable to obtain net debt data for OECD countries
though such data exists for G7 countries. Among this group, Canada’s net debt is the lowest.
In light of Canada’s rank as 25th among 33 countries in terms of gross debt, earning it a mark of C, and its improved performance in terms of net debt, Canada earns itself a C+ in this category.

11 This refers to gross government debt which includes all of the following engagement categories (as applicable): currency and deposits, debt securities, loans,
insurance, pension and standardized guarantee schemes, and other accounts payable. Public debt will vary over time mainly due to the impact of past public
debts. As noted in the 2015 edition of this report card, official statistics published by the IMF and the OECD may overestimate the levels of aggregate Canadian
government debt in relation to debt levels from most other countries, including the majority of G7 countries. This is due to variations in how pension liabilities are
calculated. On the 2015 report card, Canada had received a mark of B– for this indicator. According to Canada’s 2018-2019 budget, the federal debt-to-GDP ratio
is 30.8%.
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RESEARCH & DEVELOPMENT (R&D) SPENDING

CHART 10
GROSS DOMESTIC EXPENDITURES ON R&D (GERD)
AS A PERCENTAGE OF GDP | 2016 AND 2017
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SOURCE: OECD statistics, 2019. “Gross domestic expenditures on R&D (indicator)”, https://doi.org/10.1787/d8b068b4-en
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RELEVANCE
The R&D spending indicator measures the level of resources deployed to further innovation and prosperity.
Committing more resources to R&D tends to foster more technological breakthroughs likely to benefit the
overall economy.

OBSERVATIONS
Per 2017 data, Canada has a 1.59% R&D spending-to-GDP ratio, which represents a slight decrease compared
to its 1.70% ratio from the previous year. This places Canada 18th among 31 of the OECD countries ranked for
this indicator and earns it a mark of C. This is the same mark it received on the 2015 report card for ranking 16th
among 29 countries. Canada’s performance has therefore slightly diminished in relation to other OECD countries.
OECD data for 2018 is not yet available but we know that Canada’s R&D spending constituted 1.55% of GDP
indicating yet another annual decrease.
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PATENTS

CHART 11
NUMBER OF PATENTS PER $B USD (PPP) OF GROSS DOMESTIC
EXPENDITURES ON R&D (GERD) | 2015 AND 2016
2016

2015

JAPAN
UNITED STATES

291
303

CANADA
FINLAND
SWEDEN
UNITED KINGDOM
GERMANY
DENMARK
FRANCE
NORWAY
ITALY
MEXICO
0

50

100

150

200

250

300

SOURCES: OECD statistics, “Main Science and Technology Indicators”,
https://stats.oecd.org/Index.aspx?DataSetCode=MSTI_PUB#, Institut de la statistique Québec, “Nombre d’inventions
brevetées à l’USPTO, selon le pays, la province, la région administrative et la région métropolitaine de recensement“,
http://www.stat.gouv.qc.ca/statistiques/science-technologie-innovation/brevets/brevets-invention.html,
and CPQ calculations.
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RELEVANCE
Though patent statistics do not account for innovation activity in its entirety, they are nonetheless some of the
very few available and comparable metrics.
The relationship between the number of patents and R&D spending is an indicator of the efficiency of these
expenditures in obtaining patents.

OBSERVATIONS
In looking at the number of patents, Canada performs well with 291 patents for every billion dollars invested
in R&D. This, by far, surpasses countries like Norway (with 121 patents) but slightly lags behind the US (with
293 patents) and Japan (with 310 patents). Canada places 3rd among 12 countries ranked for this indicator and
earns itself a mark of A.
Other data recently published by The Conference Board of Canada (CBoC) provide greater perspective on the
subject of innovation in Canada. The CBoC assessed innovation performance by comparing a set of ten indicators:
Public R&D, researchers, enterprise entry rate, scientific articles, entrepreneurial ambition, venture capital
investment, business enterprise R&D (BERD), ICT investment, patents, and labour productivity.12
Since the publication of the 2015 report card, Canada has lost significant ground with regard to a number of
these innovation indicators, notably when it comes to venture capital investment, business enterprise R&D,
patents, and number of researchers working in R&D. In terms of the remaining indicators, Canada’s performance
remains stable, though weak overall.
Looking at the comparative report card published by the CBoC, Canada’s performance has declined. Accordingly,
it earns itself a mark of C and places 12th among the 16 comparable countries ranked for this indicator. This
constitutes a step back from its ranking in 9th place per the previous CBoC report card used to generate the
CPQ’s 2015 edition.
It is worth nothing, however, that the CBoC’s patent performance calculations are based on the number of
patents per capita. In our view, the number of patents per R&D dollar gives a more accurate representation of
the efficiency of R&D spending. That being said, even with a higher rate of efficiency in terms of R&D spending,
ultimately the fewer dollars invested means a fewer number of patents and less innovation overall.

12 The Conference Board of Canada, May 2018. “Provincial and territorial ranking: Innovation”, https://www.conferenceboard.ca/hcp/provincial/innovation.aspx
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PRODUCTIVITY
CHART 12
LABOUR PRODUCTIVITY (USD) | 2013 AND 2017
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SOURCE: OECD statistics, 2019. “GDP per hour worked (indicator)”, https://doi.org/10.1787/1439e590-en
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RELEVANCE
Productivity is an essential ingredient for prosperity as greater productivity generally implies producing more
with the same amount of inputs. Productivity can be measured in a number of ways. Total factor productivity
(TFP) measures how efficiently factors of production (labour and capital) are used to produce a certain amount of
goods and services. This indicator reflects in part the level of technological innovation within a given economy as
well as the level of innovation in terms of work method and organization. Measuring TFP is relatively complicated
and relies on a number of assumptions about how capital and labour are measured as well as on their related
output elasticity. Total factor productivity and the performance gaps between Canada and the US have fluctuated
significantly over the last twenty years.13
Labour productivity, on the other hand, measures productivity per hour worked. It can involve a range of factors,
including an economy’s industrial structure. All things considered, this measure of productivity is relatively easier
to work with and understand.

OBSERVATIONS
In the 2015 edition of the Report Card on Canadian Prosperity, we had relied on TFP measures, more specifically
the contributions of this productivity to GDP growth. Using this calculation method, Canada placed 11th among
19 countries ranked for this indicator, earning it a mark of C. We were unable to obtain the same set of data
for the 2019 edition of this report card. Though the OECD publishes data on annual TFP growth, they are not
comparable with those used in our 2015 report card. Neither is there equivalent data for Canadian provinces as
Statistics Canada only generates provincial TFP data for the private sector.
Accordingly, for this edition of the report card, we have used labour productivity expressed as GDP per hour
of labour.
As such, for 2017, Canada generated on average $49.62 USD of GDP per hour worked. This is relatively low compared
to other OECD countries. Canada therefore places 17th among the 35 countries ranked for this indicator and falls in
the second quartile. Had we used the same labour productivity measure for the 2015 report card, 2013 data for
Canada would have generated a result of $47.44 USD, placing it 18th among the 35 countries ranked for this
indicator, just behind Italy. Canada therefore ultimately finds itself in the middle of the pack, just one notch above
the third quartile. It earns itself a mark of B– for these two years.

13 The CPQ thanks economist Pierre Fortin for his contributions on this question.
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INVESTMENTS IN INFORMATION AND COMMUNICATION TECHNOLOGY (ICT)14

CHART 13
INVESTMENTS IN INFORMATION AND COMMUNICATION TECHNOLOGY
AS A PERCENTAGE OF GDP | 2015
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SOURCE: The Conference Board of Canada, “Provincial and Territorial Ranking: ICT Investment”,
https://www.conferenceboard.ca/hcp/provincial/innovation/ict.aspx

14 This new indicator was not featured in the 2015 edition of the Report Card on Canadian Prosperity.
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RELEVANCE
When talking about Canada’s weak productivity performance, one of the failings that comes to the forefront
relates to ICT investment. Much like the CBoC mentions, ICT investment is vital to innovation in two different
ways. First, ICT investment allows for the supply of essential digital infrastructure required for the exchange of
data and ideas within and between organizations – an indispensable asset when it comes to the development,
commercialization and evolution of new and improved products and services. Second, the uptake and use of ICT
represent business process innovations which can translate into gains in efficiency and productivity growth.

OBSERVATION
Canada invested 2.14% of its GDP in ICT in 2015 and places 12th among the 15 countries ranked for this indicator.
This weak performance therefore earns it a C– for this indicator.
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BUSINESS OPERATING COSTS

CHART 14
BUSINESS OPERATING COSTS INDEX | 2014 AND 2016
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SOURCE: KPMG, 2016. Competitive Alternatives, KPMG’s guide to international business locations costs: Focus on Canada, 2016
Edition, https://assets.kpmg/content/dam/kpmg/pdf/2016/04/competitive-alternatives-2016-summary-report.pdf
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RELEVANCE
In light of fierce global competition in attracting foreign investments, costs associated with setting up and
operating a business impact a given economy’s competitiveness in relation to other economies vying for
foreign investments.

OBSERVATIONS
Canada offers businesses a certain edge in terms of operating costs as these are 14.6% less than the costs of
operating a business in the US. Canada places 2nd among 10 countries ranked for this indicator and earns itself
a mark of A. These results are similar to those from the 2015 report card where Canada also ranked 2nd with
a 7.2% advantage over the US. Though Canada’s ranking remains unchanged in this edition of the report card, its
score in terms of business operating costs has in fact improved.

A
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CONCLUSION
Stacked up against other industrialized countries, Canada displays a number of strengths alongside certain weak
nesses. Yet, in many ways, Canada has tremendous potential, be it in terms of its natural resources, institutions,
human capital, or hubs of economic development.
In summary, Canada has performed very well with regard to the following four indicators:
• Percentage of the adult population without a secondary education diploma – Canada places
4th among the 34 countries ranked for this indicator, with only 9% of its adult population without a high
school diploma;
• Percentage of the adult population with a postsecondary education diploma – With 57% of its
population aged 25 to 64 having obtained a higher education diploma, Canada places 2nd among 35 countries
ranked for this indicator;
• Patents – Canada generated 291 patents for every billion US dollars invested in research and development
in 2016, placing it 3rd among 12 countries ranked for this indicator;
• Business operating costs – Canada places 2nd out of the 10 countries ranked for this indicator, with
business operating costs 14.6% lower than those in the US.
However, Canada has not performed quite as well in relation to other indicators, including:
• Participation rate of older workers – Canada places 21st among the 36 countries ranked for this indicator.
Given the context of population aging, this indicator holds particular importance;
• Public debt – With a public debt near to 90% of GDP, Canada places 25th out of the 33 OECD countries
ranked for this indicator;
• ICT investment – Investing 2.14% of its GDP in information and communication technologies, Canada places
12th among the 15 countries ranked for this indicator;
• R&D spending – By spending 1.59% of its GDP on R&D in 2017, Canada ranks 18th among OECD countries.
This is a drop compared to the 1.71% of GDP it spent on R&D as reported in the 2015 edition of this report card.
Given the foreseeable outcomes of poor performance on these last two indicators (R&D and ICT), a strong push
on these fronts would be well advised considering their pivotal role in Canada’s economic prosperity in the
coming years.
The comparisons made for the purposes of this publication reveal the potential impacts of mobilizing towards
greater prosperity for Canada. To succeed, such mobilization must find a solid footing, notably on a firm
understanding of the issues buttressed by hefty support to creators of wealth. Protecting our strengths and
preserving our advantages are part of such a program for Canada, as is the push to improve on indicators that
are performing sub-optimally.
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ANNEX

METHODOLOGY,
SOURCES AND DEFINITIONS
METHODOLOGY
CHOICE OF INDICATORS
For the purposes of this report card, the CPQ chose indicators whose criteria focus on the determinants of
prosperity (rather than on its results) by going back up the causal chain as far as available data allowed. Among
these determinants of prosperity are qualified labour and a competitive tax environment conducive to investment,
as well as modern infrastructure (for which we sadly have no internationally comparable metrics). The choice of
indicators in fact corresponds to the CPQ’s priority fields of action, which are labour force availability (both in
terms of sufficient quantity and qualification) and the cost of this labour, the health of public finances, and the
quality of the regulatory and business environments.

POINTS OF COMPARISON
Comparisons help us avoid the trap of complacency in which we can find ourselves when using past performance
as our only yardstick. In the spirit of healthy competition, this report card therefore measures Canada’s performance against those of other countries.
Comparisons are made with other OECD countries. Like any other statistics project, comparisons are shaped by
available data. Performances we’d like to measure are not always measured by a statistics agency, or still, are
not measured consistently or globally across all members of the reference groups in question.

ASSIGNMENT OF MARKS
As a way of synthesizing information, this report card assigns Canada a series of marks, ranging from A to D, in
accordance to its ranking within the reference group. The marks it is assigned for each indicator depends on its
ranking within the group of countries for which there is available data. More specifically, all reference countries
are split into four groups. When Canada falls into the first quartile, it earns an A. When it falls into the second,
third or last quartile, it earns a B, C, or D, respectively.
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The overall mark for each category is the rounded-up average of marks for all indicators in said category. For
instance, when tabulating the resulting mark from two indicators within a category, a mark of B and another of
C will result in an overall mark of B–.
Four new countries became OECD members in 2010 (Chile, Israel, Slovenia and Estonia), with another in 2016
(Latvia), and one more in 2018 (Lithuania). This brings the total number of OECD member countries to 36.

SOURCES AND DEFINITIONS
1

LABOUR FORCE QUALITY AND AVAILABILITY

1.2

POSTSECONDARY GRADUATION RATE
This indicator measures the proportion of adults (aged 25 to 64) having earned a postsecondary (also known
as tertiary) education diploma. Postsecondary education includes bachelor-level education (also known as
undergraduate education) as well as graduate-level education. It also includes certain pre-university education
programs such as CEGEP-level education in Quebec.

1.3

NUMERACY SKILLS
Numeracy skills are an individual’s ability to understand and work with mathematical information as required by
any number of regular daily activities. These skills involve understanding mathematical content and concepts,
such as quantities, numbers, dimensions and relationships, as well as representations of this type of content,
from objects and photos to diagrams and graphs.
The international study that compared numeracy skills of adults from 16 to 65 in participating countries used
a 500-point scale to gauge skills across a continuum. This scale was then divided into six proficiency levels:
Levels 1 to 5 and a sixth level below Level 1. According to Employment and Social Development Canada, an
individual’s numeracy skills should at least reach Level 3 for them to be comfortably proficient in the context of
Canadian society.
Adult skill levels were assessed using the OECD’s Programme for the International Assessment of Adult
Competencies (PIAAC). The skill sets assessed by the PIAAC include literacy, numeracy and problem-solving in
rich technology environments.
SOURCES: Statistics Canada, 2013. Skills in Canada: First Results from the Programme for the International Assessment of Adult Competencies (PIAAC),
https://www150.statcan.gc.ca/n1/en/pub/89-555-x/89-555-x2013001-eng.pdf and The Conference Board of Canada.
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1.4

PARTICIPATION RATE OF OLDER WORKERS
This participation rate reflects the number of economically active individuals expressed as a percentage of the
population over 15 years of age. The economically active population includes non-institutional legal persons aged
15 and over whom, during the given reference week, were employed or seeking employment.
The participation rate for a given age group reflects the total number of the group’s active individuals (employed
or seeking employment) expressed as a percentage of the total population in that group.

4

BUSINESS ENVIRONMENT

4.2

PATENTS
“Patent indicators reflect the number of patents issued by a particular office. This number helps measure inventive
performance within a region and helps compare it to performance in other regions. Yet, relying on a particular office’s
indicators skews the data in favour of inventors and patent holders in that jurisdiction since, in relation to actual
innovation activities, a greater number of patent applications are submitted by individuals from that jurisdiction
compared to those submitted to that same office by foreigners. For the purposes of international comparisons, this
overrepresentation of applications from individuals from within the national office’s jurisdiction renders the choice
of which national office to use somewhat difficult.”15
Consequently, by opting for the United States Patent and Trademark Office (USPTO) as the reference patent
office, OECD data ultimately underestimates the performance of European countries whose inventors tend to
submit applications to the European Patent Office (EPO).

4.5

BUSINESS OPERATING COSTS
KPMG’s Competitive Alternatives study measures the impact of 26 significant business cost elements in various
cities in 14 countries. The study includes the mature countries of Australia, Canada, France, Germany, Italy,
Japan, Mexico, The Netherlands, the United Kingdom and the United States and the BRIC countries (Brazil,
Russia, India, China). We are only showing the comparisons relating to Canada with the aforementioned “mature”
countries for the sake of comparison with other Report Card indicators that are not usually compared to the data
of BRIC countries. The study also compares non-economic type data linked to the business attractiveness and
competitiveness of cities, such as the quality and cost of living. The study examines 19 sectors of activity in
the businesses.
Comparisons are based on after-tax start-up and operating costs, conducted over a 10-year span, also taking into
consideration tax rates, labour, rent, transportation and energy costs. While this is a first-rate and interesting
study, it must be noted that it considers a limited number of countries and only 19 sectors.

15 Institut de la statistique du Québec, 2010. Compendium d’indicateurs de l’activité scientifique et technologique au Québec, 2010 edition, Gouvernement du Québec,
p. 236 (unofficial translation).
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