


Table 7: Decomposition of Labor Factor.

Growth Factors†

1970− 2005 1980− 2005

Canada U.S. Canada U.S.
Labor Factor, 1− τ l,t 1.180 1.284 1.105 1.299

Three components 1.022 1.094 1.003 1.161
Effective labor income tax, 1− νt 0.85 0.91 0.86 0.97

Labor share,
³

1− θ̃t

´
/ (1− θ) 0.89 0.94 0.98 0.97

gender wage component, wf,t/wm,t 1.34 1.28 1.19 1.24

Residual 1.155 1.174 1.102 1.118

† For each variable vt, we compute the ratio v2005/v1970 or v2005/v1980

Table 8: Labor factor differences between U.S. and Canada.

Growth Factor
1980− 2005

Actual Labor Factors
U.S. 1.299
Canada 1.105

Implied Labor Factor if Canada had
the U.S. labor share component 1.097
the U.S. gender wage component 1.152
the U.S. effective tax component 1.236
the U.S. effective tax and gender wage components 1.288
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Figure 1: Canadian Output and the Accounting Factors
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Figure 2: Canadian Output: Data and Predictions of Models with One Factor
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Figure 3: Canadian Hours Worked: Data and Predictions of Models with One Factor
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Figure 4: Canadian Investment: Data and Predictions of Models with One Factor
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Figure 5: Main Factors for Canadian Output and Hours
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(a) Output: Data and Predictions of Models
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Figure 6: Canadian Labor Productivity
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(a) Data and Predictions of Models with One Factor
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Figure 7: Output and the Productivity Factor in Canada, Percent of US
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Figure 8: Productivity and Labor Factors in Canada and US
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