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Executive Summary 
 
The Human Resources Committee of Alberta Economic Development Authority (AEDA) 

continues to study initiatives to ensure we continue to be the best place in North America to live 

and work.  The rate of growth and labour market demands are unprecedented.  With no signs 

that this growth will slow down in the foreseeable future, multi-factoral solutions are needed now.  

One of the most important and often overlooked solutions:  “Increase Productivity”.     
 

Why is improving productivity important?  Productivity growth is a key indicator of the health 

of the economy and is directly related quality of life.  According to the Centre for the Study of 

Living Standards (CSLS) a 1% productivity growth means that living standards will double in 70 

years.  Increase that growth to 3% and the living standard is estimated to double in just 24 years.   

 

In Alberta, the labour shortfall is projected to be over 100,000 workers in various industries 

between now and 2014 emphasizing the importance of producing more with a scarcer and tighter 

labour market. It is estimated that every 1% increase in productivity growth reduces the need for 

workers by approximately 20,000 per year.  Alberta’s annual growth in labour productivity 

performance between 1997 and 2005 was the lowest in all of Canada at slightly over 1%.  During 

a similar period (2000 to 2005) the average annual growth in U.S. labour productivity was 3.5%.  

Closing that gap could reduce our estimated labour shortage by as much as 50%.  To close this 

gap it is critical that we create a “culture of innovation and productivity” within the 
province. 
 

Investment, innovation and human capital are three key productivity drivers.  Decisions 

concerning these drivers will largely determine productivity.  In addressing these issues we 

recommend that the Alberta government adopt the following guiding principle: 

 

Guiding Principle 

 

Establish Alberta as a leader in innovation and productivity through policies and 

programs that support the shift to a “culture of productivity and innovation” in the province.  

By supporting and funding initiatives that will assist in creating awareness of the need and 

how to become productive.  Connect with industry across sectors with all the productivity 

tools, resources and related institutions / organizations in Alberta.  Industry sectors could 

include, but not be limited to manufacturing, agriculture and food processing, health and the 

service sector.  This recommendation includes the formation of an industry council/board to 
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guide the creation of a new entity that could conduct this work.  This guiding principle will 

drive the following recommendations: 

 

1) Encourage training and programs at the post-secondary level to better align with 

industry needs - specific to productivity improvement.  Develop operational leaders 

and productivity-based leadership models to raise the general skill level in our firms.  

It is about “working smarter”!  Companies could be encouraged to invest in more 

training through tax-based incentives.  This would include workshops and specialized 

training to build skills and management competence in productivity improvements 

targeted at educating the current workforce and could also extend out to include core 

curriculum.  Topics could include: lean thinking, industrial automation, project 

management, as well as mid-level management competencies, collaborative 

innovation and entrepreneurship.  Consideration should be given to establishing and 

publishing benchmarks for training dollars spent by companies and compare these to 

internationally competitive markets. 

 

2) Stimulate investment in machinery and equipment, and Information and 

Communications Technology (ICT).  Reducing industry costs and improving 

processes represent a key source of productivity growth.  To encourage more 

intensive investment in manufacturing machinery and equipment and ICT, the 

following actions should be considered: 

a) Encourage the Federal government to extend the temporary accelerated capital 

cost allowance (CCA) for manufacturing and equipment an additional five years 

rather than the one-year period recently announced or make it a permanent 

change in the CCA rates. 

b) Design a provincial tax credit to encourage companies to invest in innovation and 

newer technologies. 

c) Implement an allowance to support companies in training employees in utilizing 

new generation equipment and automation. 

d) Allocate some of the recently announced capital funds under the Alberta 

Enterprise fund to support and facilitate investment in innovation & technology 

and to promote the acquisition of productivity enhancing machinery and/or 

equipment. 

3) Implement a provincial R&D tax credit that would encourage more applied 

process, product and technology development and commercialization in Alberta.  

This builds upon the Federal Scientific Research and Experimental Development 

(SR&ED) scientific research tax credit and the recently announced Provincial 10% 
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contribution to SR&ED that addresses the scientific elements of innovation and 

development.   We encourage the Alberta government to go further than just 

scientific research and to find ways to strengthen product and process development 

as a means to increase productivity.  It is not just about academic research.  Grow 

the innovation and entrepreneurial spirit.  This is also consistent with past 

recommendations of AEDA and the recent recommendations of the Value Added and 

Technology Commercialization task force. 

 

Alberta has the opportunity and the need to act now.  Productivity growth will be a major factor in 

the success of the province.  We have the opportunity to guide the future and ensure Alberta is 

where we expect it should be in 30 years.  That future starts now by establishing a favourable 

framework to encourage a productivity mindset.  By understanding the importance of productivity, 

the government can set policy and programs that will ensure success for years to come.  We 

encourage the Government of Alberta to raise the profile and importance of productivity and 

show leadership to Canada and the world. 
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Productivity Defined 
 
Productivity is a measure of how efficiently a business or an economy transfers its labour, capital 

and raw materials into goods and services.  It is commonly measured by two methods:  Labour 

Productivity (LP) and Multifactor Productivity (MFP).  LP is essentially the amount of output per 

unit of time worked.  This is most often measured as output per hour.  MFP is a more 

complicated measure of output compared to the combination of all inputs.  Economists often 

prefer MFP because it is more comprehensive and closer to a measure of efficiency.  Businesses 

typically use LP, as it is easier to comprehend and measure. 

      

Canada’s Productivity 
 
Canada’s economic performance is mixed, having posted moderate growth, subdued inflation, 

low unemployment and federal fiscal surpluses.  Though Canada has greatly enjoyed a trade 

surplus with the United States, we have also suffered from weak productivity and income growth 

for much of the past 20 to 30 years.  The following graph illustrates Canada’s productivity trend 

since 1960.  What is even more alarming is that in 2004, Canada recorded productivity growth of 

0.1%. 

            

CANADA'S DECLINING PRODUCTIVITY GROWTH
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It is important to note that the same trend to lower productivity has occurred internationally in 

many industrialized nations.  Like Canada, 20 of 23 Organization for Economic Co-operation and 

Development (OECD) nations experienced slower productivity growth today relative to the 1960s.  
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Additionally, 14 of 24 OECD countries have experienced slower productivity growth so far this 

decade, compared to last.     

 

Though the gradual decline in Canadian productivity growth mirrors global trends, it is important 

to stress that Canadian productivity grew more slowly than 18 of 22 OECD nations since 1960.  

In 1960 Canada’s productivity was ranked 3rd of 23 OECD countries, slipping to 17th of 24 today 

(behind almost all Western European nations, including the United Kingdom, Germany and 

France).   

 

The Canada – U.S. Productivity Gap 
 
In contrast to Canada’s productivity performance, the United States has seen remarkable labour 

productivity growth since 1995. Given the similarities between countries, the U.S. productivity 

experience is of particular significance to Canada.  Key productivity development in the U.S. is 

related to the introduction of information and communication technologies (ICT) to the workplace.  

This infusion of technology has revolutionized production process and supply management.    

        

Canada - U.S. Income, Poductivity and Hours Worked
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There has been some disagreement over the information used to track the spread between U.S. 

and Canadian productivity.  Some estimates have adjusted the Canadian productivity number to 

as low as 79 percent of U.S. productivity for 2004.  The bottom line on productivity is that 

Canadians are not growing wealth as quickly as Americans. 
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Alberta’s Productivity 
 
Though Alberta appears to be the Canadian leader in multi-factoral productivity, energy 

resources that make up a large part of the Alberta economy skew this number.  In this sector, 

high revenues are often associated with low inputs.  Between 1997 and 2005 Statistics Canada 

provide data that would suggest that the productivity issue in Alberta requires attention since we 

are not fairing as well as the other Canadian provinces. 

   

Average Annual Growth in Labour Productivity, 1997 - 2005
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As Alberta works to ensure its position as an internationally competitive and stable place in which 

to do business, it becomes evident that improving productivity goes beyond being a part of the 

solution to the labour shortage experienced now and predicted to become significantly more 

challenging in the future.  It is evident from this analysis that productivity is not a luxury, but a 

necessity for Alberta to grow, continue to be dynamic and fulfill our profound responsibility to the 

future of the province.  It has been estimated that every 1% increase in productivity growth 

reduces the need for additional workers in Alberta by approximately 20,000 per year.   

 

Improving productivity requires action by business and a cultural shift in the mind of Albertans.  

This is starting to happen.  In the 2007 issue of the Canadian Manufacturers and Exporters 

(CME) Management Issues Survey, Alberta companies responded with the following top three 

answers when asked what their most pressing challenges were: 
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• Attracting and Retaining Skilled Workers (87 percent) 

• Keeping Costs Under Control (84 percent) 

• Improving Workforce Productivity (79 percent) 

 
Contrast that to the Canadian-wide response where half as many respondents (39 percent) 

identified productivity as one of their most pressing challenges.  Though Canadian companies 

should be paying more attention to productivity, these results support that the shift has already 

started in Alberta.  Companies are seeking ways to do more with less.  To sustain and build on 

the gains it is imperative that we create a culture of productivity and innovation within the 

province.   

 

In 2006, Alberta Economic Development and Edmonton Economic Development Corporation 

produced a report examining gaps in welding technology in Alberta.  The study found that, based 

on $70 billion of capital projects in Northern Alberta, over $2 billion in savings could be realized 

from just a 15 - 20% increase in welding productivity.  Notwithstanding rapid advancements in 

welding technology, some Alberta fabricators and construction companies utilize older technology 

processes.  These advancements could yield a 25 - 30% increase in productivity.  If you consider 

that the current estimates of capital projects in Northern Alberta are more than double what they 

were when the study was done, this makes the savings significantly higher.   

 

Recommendations for Government Action  
 
The Human Resources Committee of AEDA believes that government must establish leadership 

through policy and programs to stimulate a sustainable culture of productivity.  To stimulate 

innovation and productivity growth and we recommend that the Alberta government adopt the 

following guiding principle: 

 
Guiding Principle 
 

Establish Alberta as a leader in innovation and productivity through policies and 

programs that support the shift to a “culture of innovation and productivity” in the province.  

By supporting and funding initiatives that will assist in creating awareness of the need and 

how to become productive.  Connect with industry across sectors with all the productivity 

tools, resources and related institutions / organizations in Alberta.  Industry sectors could 

include, but not be limited to manufacturing, agriculture and food processing, health, and the 

service sector. 
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We further recommend the formation of an industry council/board to guide the creation of 

a new entity that could conduct this work.  This industry board is critical to obtain 

direction and ensure support from the private sector.  We encourage the government to 

support and fund this adequately. We also endorse the following concepts that may be 

included as part of the mandate of this new entity: 

  

a) On-going learning from international areas where government policy designed to 

foster productivity growth and diversification has been successful.  Examples like 

Ireland and Norway illustrate government policies that provided the stimulation to 

bring about solid change, making them global leaders in productivity growth. 

b) Providing ongoing feedback and direction to the Alberta government regarding 

productivity policy and the productivity action plan moving forward. 

c) Encouraging investment into Alberta of world-class skills, technology and world-

class firms themselves, to strengthen Alberta’s competitive position globally. 

d) Establishing a Leader Development Center in concert with our educational 

institutions to concentrate on the development of the next level of operational 

leaders within the province. 

 

This guiding principle will drive the following recommendations: 

   

1) Encourage training and programs at post-secondary level to better align with 

industry needs - specific to productivity improvement.  Develop operational leaders 

and productivity-based leadership models to raise the general skill level in our firms.  

It is about “working smarter”!  Companies could be encouraged to invest more in 

training through tax-based incentives.  This would include workshops and specialized 

training to build skills and management competence in productivity improvements 

targeted at educating the current workforce and could also extend out to include core 

curriculum.  Topics could include: lean thinking, industrial automation, project 

management, as well as mid-level management competencies and entrepreneurship.  

Consideration should be given to establishing and publishing benchmarks for training 

dollars spent by companies and comparing these to internationally competitive 

markets.  

 

2) Stimulate investment in machinery and equipment, and Information and 

Communications Technology (ICT).  A recent Statistics Canada study that tracked 

labour productivity growth rates from 1961-2005 showed that investment in capital, 

rather than gains in worker skills was the most important factor to increase 
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productivity growth in that time period.  Weak ICT investment in Canada has also 

been identified as a factor contributing to lagging productivity growth in Canada.   

 

 Reducing industry costs and improving processes represent a key source of 

productivity growth.  To encourage more intensive investment in manufacturing 

machinery and equipment and ICT, the following actions should be considered: 

 

a) Extension of the temporary accelerated capital cost allowance (CCA) for 

manufacturing machinery and equipment, which was implemented in the 2007 

federal budget, but is set to expire December 31, 2008.  The accelerated CCA 

rate allows manufacturers to write their capital investment in machinery and 

equipment using a special two-year, straight-line rate.  The accelerated rate was 

recently extended for an additional one year but we suggest that the extension 

should have been for five years or have been made as a permanent change in 

the CCA rates.  The Alberta government should encourage the federal 

government to extend this incentive. 

b) Design a provincial tax credit to encourage companies to invest in innovation and 

newer technologies. 

c) Implement an allowance to support companies in training employees in utilizing 

new generation equipment and automation. 

d) Allocate some of the recently announced capital funds under the Alberta 

Enterprise fund to support and facilitate investment in innovation & technology 

and to promote the acquisition of productivity enhancing machinery and/or 

equipment. 

 

3) Implement a provincial R&D tax credit that would encourage more applied 

process, product and technology development and commercialization in Alberta.  

This builds upon the Federal Scientific Research and Experimental Development 

(SR&ED) scientific research tax credit and the recently announced Provincial 10% 

contribution to SR&ED that addresses the scientific elements of innovation and 

development.   We encourage the Alberta government to go further than just 

scientific research and to find ways to strengthen product and process development 

as a means to increase productivity.  It is not just about academic research.  Grow 

the innovation and entrepreneurial spirit.  This is also consistent with past 

recommendations of AEDA and the recent recommendations of the Value Added and 

Technology Commercialization task force.  
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This report was prepared by the Human Resources Committee of the Alberta Economic 

Development Authority, whose members are: 

 
 
Ms. Audrey Luft 
     Chair 
  

 
President,  
MANPOWER Services (Alberta) 
 

Mr. Bruce Graham President and Chief Executive Officer 
Calgary Economic Development 
 

Mr. Les LaRocque President 
Botting & Associates Alberta Ltd. 
 

Mr. Donald J. Oborowsky President 
Waiward Steel Fabricators Ltd. 
 

Ms. Janet Plante Chief Executive Officer 
Davco Solutions 
 

Dr. W. A. (Sam) Shaw President 
Northern Alberta Institute of Technology 
 

Mr. Myron Sparklingeyes Board of Directors 
Oteenow Employment & Training  
 

Mr. Gordon Wiebe President and General Manager 
All Weather Windows 
 
 

 

 

With special thanks to: 

 

Ms. Lori Schmidt   Alberta Finance and Enterprise 

 

Mr. Duane Pyear   Alberta Finance and Enterprise 

 

Mr. Brian Dumsday   BWDumsday & Associates 

 

Mr. Gary Loblick   The Winslow Group 

 

Mr. James Cleland   Alberta Economic Development Authority 
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Andrew Sharpe, 
Centre for the Study of Living Standards 
May 2005 
 
Canada-U.S. Competitiveness: The Productivity Gap  
Stephanie McLuhan 
Woodrow Wilson International Center for Scholars 
June 2007 
 
A Skills and Productivity Action Plan for Canada – Green paper 
The Conference Board of Canada 
May 2007 
 
Provincial Labour Productivity Growth 
Guy Gellatly 
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January 2007 
 
2007 Management Issues Survey 
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October 2007 
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QGI Consulting, on behalf of  
Alberta Economic Development and Edmonton Economic Development Corporation 
April 2006 
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