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Abstract:  
 
Research has shown that firm survival is negatively associated with decreased protective tariff 
levels, especially in industries that were most protected (Baggs (2003)). Using firm-level 
administrative data for the 1988 to 1994 period, this paper investigates the empirical relationship 
between tariff changes and employment growth in manufacturing industries at the Canada-wide 
and regional levels.  
 
This paper finds that employment dropped in Canadian industries where Canadian tariffs were 
reduced, suggesting that the reduction of Canadian tariffs was associated with fewer jobs in the 
short-run. The relationship between tariffs and employment was also positive and significant in 
every region, except in Ontario.  In British Columbia, the relationship between Canadian tariffs 
and employment was above the Canadian average.  This paper also finds that Canadian tariffs 
contributed less to job change in more productive firms. 
 
In addition, this paper finds that the reduction of U.S. tariffs was not associated with more 
employment in industries where the U.S. tariffs were reduced, except in more productive firms.  
British Colombia was the only region of Canada where the reduction of U.S. tariffs seemed to be 
associated with higher employment levels.  This could be due to the fact that the industry mix of 
British Columbia was different from the rest of the country. 
 
The paper interprets these results with caution for the following reasons. First, the results show 
that other economy-wide and firm-level factors are much more important determinants of job 
creation and destruction than tariff changes.  Second, this paper focuses only on the short-term 
adjustments of the labour market that were associated with the reduction of tariffs. Longer term 
changes may have been different. Finally, there is no way of identifying what would have taken 
place in the absence of tariff reduction over the period. 


