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…and the way we lived in 1999

 

Where does the time go?
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Volunteering: 75 

 

Where did the money go in 1999?
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spending in 1998 dollars per Albertan and %

 

 

increase since 1

961)

 

•

 

Housing and utilities: $3,869 (+256%)

 

•

 

Food and tobacco: $2,432 (+12%)

 

•

 

Clothing: $838 (+ 9%)

 

•

 

Personal goods: $3,654 (224%)

 

•

 

Household operations: $1,482 (+ 52%)
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Recreation and entertainment: $2,029 (+ 261%)
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Health care: $805 

(+ 137%)
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Transportation: $3,330 (+166%)

 

•

 

Taxes: $5,172 (+ 494%)

 

•

 

Household debt servicing costs: $2,257 (+2905%)
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About the Pembina Institute

The Pembina Institute is an independent, citizen-based organization involved in environmental education, research, public policy development and corporate environmental management services. Its mandate is to research, develop, and promote policies and programs that lead to environmental protection, resource conservation, and environmentally sound and sustainable resource management. Incorporated in 1985, the Institute’s main office is in Drayton Valley, Alberta with additional offices in Calgary and Ottawa, and research associates in Edmonton, Toronto, Saskatoon, Vancouver and other locations across Canada. The Institute’s mission is to implement holistic and practical solutions for a sustainable world.

The Green Economics Program is dedicated to designing and implementing practical, street-smart economic tools that would reorient society back to the original meaning of the word “economy”—the care and management of the wealth of the household. By developing new tools for measuring the true wealth or well-being of nations, we can help guide Canadians and Albertans to a sustainable future. 

For more information on the Pembina Institute’s work, please visit our website at www.pembina.org, or contact: 

The Pembina Institute

Box 7558

Drayton Valley, AB    T7A 1S7

tel: 780-542-6272          fax: 780-542-6464

e-mail: info@pembina.org
About this Report

This is one of 28 reports that provide the background for the Genuine Progress Indicators (GPI) System of Sustainable Well-being Accounts. It explains how we derived the index that was earlier published in “Sustainability Trends 2000: The Genuine Progress Statement for Alberta, 1961 to 1999.” The research for this report was completed near the end of 2000. The appendices provide further background and explanation of our methodology; additional details can be obtained by contacting the authors. Appendix A includes a list of all GPI background reports. This report examines the overall financial condition of the households of Alberta by assessing trends in the personal consumption spending, disposable income, savings and taxes of Albertans from 1961 to 1999. The report answers the following question: 

1) Are Albertans better off in 1999 than they were in the 1960s or 1980s in terms of income and spending? 

2) Is real disposable income (adjusted for inflation) increasing?

3) Are real disposable incomes for the average Albertan keeping pace with Alberta’s economic growth or GDP growth?

4) Are all Albertans sharing equally in the GDP growth?

5) How are Albertans spending their disposable income and how has this changed over 40 years?

6) Are Albertans saving a sufficient amount of the after-tax disposable income for the future?

7) How much are Albertans spending on taxes and how has this increased as “cost” of livings?

The disposable income and personal consumption expenditure accounts provide the fundamental building blocks for the construction of the Ecological Footprint account, using consumption expenditures as proxies for the amount of resources (land, energy, resources) required to meet the current lifestyles and demands of Albertans.

Personal consumption expenditures is the basis for calculating a monetary GPI Net Sustainable Income estimate and the starting point of the GPI Income Statement.
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1. Executive Summary

Economic success is measured primarily by a growing economy or rising GDP. One of the key drivers of the GDP growth model is the personal consumption spending by consumers. The majority of GDP is made up of consumption spending. The more we spend the more GDP grows. Yet, the national accounting system which tracks these expenditures makes no distinction between expenditures which are contributing to the genuine improved well-being of all citizens in society and those which may be represent overconsumption, regrettable consumption or unsustainable consumption of living capital or real wealth.

While Alberta’s GDP continued to increase after the recession of 1982, the economic well-being of Albertans (measured in terms of income, taxes, debt and savings) has remained virtually unchanged for almost 20 years. While the real GDP per capita rose 36 percent between 1982 and 1999, Figure 1 shows that: 

1) Disposable income (adjusted for inflation) and real weekly wages per average Albertan have still not recovered to the highs reached in 1982. 

2) Personal consumption expenditures per Albertan have continued to rise although more slowly than GDP growth, and are increasingly financed through debt rather than through income. 

3) Personal and household debt has increased significantly since 1982 and, for the first time in history, surpassed real disposable income in 1997, sitting at 109 percent of disposable income in 1999.

4) Savings have fallen from their peak in 1982 and are exceeded by the total of all government taxes and fees paid per Albertan. 
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Real Disposable Income, Personal Consumption Expenditures, Personal and Household Debt, Savings, and Taxes Paid per Albertan (1998$), 1961 to 1999

The big story is that while more money changed hands between 1982 and 1999 (i.e., the GDP was increasing), not all Albertans benefited equally from the increased cash flow that was resulting from more economic output and more exports. The GPI accounts suggest that in 1999, average Albertans struggled to keep their households afloat against a growing debt and higher levels of total taxes (paid by persons), while their disposable income remained in the doldrums, thus eroding their capacity to save for things like retirement and their children’s needs.

GPI accounting attempts to rectify the shortcomings of national accounting systems and the GDP by examining the nature of consumption spending and posing the fundamental question: is such spending sustainable in the long-term? Are we living off the interest of our living capital or consuming it at rates that may jeopardize the well-being of future generations? 

Prudent management of a household or nation calls for a street-smart management system that can monitor and track the nature of expenditures to assess whether we are making genuine progress in the stewardship of our living capital. Not just making more money or spending more. This is the premise of GPI accounting: to provide a practical, holistic tool for accounting for the economic, social, human health and environmental conditions of well-being that contribute to genuine progress.

The following provide summaries of the findings in the Alberta GPI study that relate to key components of economic well-being: a) personal consumption expenditures; b) disposable income, and; c) savings.
1.1. Personal Consumption Expenditures

Alberta’s 1,023,350 households, averaging 2.71 persons each, spent $52.8 billion (1998$) on personal consumption in 1999; this made up 48.2% of Alberta’s Gross Domestic Product in 1999. On a per capita basis, real personal consumption spending per capita rose from $8,747 (1998$) in 1961 to $18,389 (1998$) by 1999—a 110% increase in 39 years. The graph also shows that while household spending rose steadily through the 1960s and 1970s, it remained relatively constant through the 1980s and 1990s, increasing only $1,347 per capita between 1981 and 1999. Today personal consumption expenditures by households in Alberta are less important to provincial GDP than they were in 1962 when they comprised 60% of GDP. Likewise, household spending is less important to Alberta’s GDP than it is in the U.S. where personal consumption expenditures make up roughly 65% of GDP. This is partly due to the significant impact of exports of natural resources like oil and gas and agricultural and forest products in Alberta.

Noteworthy:

· Personal consumption expenditures in Alberta totalled $52.8 billion (1998$) in 1999.
· Real personal consumption expenditures per capita increased by 110% between 1961 and 1999.
· Personal consumption expenditures made up 60% of provincial GDP in 1961.
· In 1999, personal consumption expenditures made up 48.2% of provincial GDP.
· Personal consumption expenditures on basics like food and clothing have increased little since 1961, 12% and 9% respectively.
· The largest increase in expenditures included real (1998$) personal taxes per Albertan increasing 494% followed by spending on recreation, entertainment, education and cultural service increasing 261% from 1961 to 1999. 
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Figure 2 shows personal expenditures and Gross Domestic Product in Alberta as indices. Here, 100 is set equal to the highest level of expenditure or the highest level of GDP over the study period, and change from that level is measured as movement towards zero. As the figure indicates, personal expenditure has followed a similar pattern to GDP since 1961. 

Personal Expenditures Index: Where are we today?
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Table 1 below shows average personal expenditure on various items for 1961 and 1999. What is immediately apparent from this table is that spending on the basics like food and clothing has increased little since 1961, relative to spending in other categories.  Also of note is that household debt servicing charges have increased from an estimated $75 per Alberta (1998$) in 1961 to a peak of $2,257 (1998$) per Albertan in 1999, a 2,905 percent increase. The increase in debt servicing costs represents the largest increase in expenditures of any household spending item.

Average Personal Expenditures per Albertan, 1961 vs. 1999 (1998$)
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Personal consumption expenditures in Alberta totaled $52.8 billion (1998$) in 1999. That is equal to 48.2% of 1999 provincial GDP. As an index, personal consumption expenditures in Alberta in 1999 ranked 100 on a scale of 0 to 100, where 100 is the highest personal consumption expenditure from 1961 to 1999.

Disposable Income

Average disposable income per capita rose steadily from the early 1960s, reaching a peak in 1981. It declined thereafter and remained relatively unchanged through the 1980s and 1990s despite robust economic growth. In 1961, average personal disposable income was $9,467 (1998$), rising steadily to $21,848 per capita by 1981. In 1999, average personal disposable income was $20,147, or $1,701 less than in 1981. Up to 1985, GDP per capita and disposable income per capita were growing at roughly the same rate. In the 1990s, real GDP per capita was growing at an average 2.4% per annum while real disposable income per capita actually declined—0.2% per annum on average. Through the 1990s there was a growing gap between growth in GDP and growth in disposable income. This suggests that the benefits of economic growth are not being equally shared by workers and citizens. Declining real disposable income per person in Alberta is consistent with national trends, according to the Canadian Council for Social Development
Noteworthy:

· In 1961, average personal disposable income was $9,467 (1998$). 
· In 1999, average personal disposable income was $20,147 (1998$).
· Personal disposable income in Alberta peaked in 1981 at $21,848 (1998$) per capita.
· In a 1999 survey, roughly 23% of Albertans said they would not have enough savings to sustain themselves beyond one month’s salary.  
· Despite increasing economic growth (GDP), real personal disposable income remained stagnant through the 1980s and 1990s.
· Until 1985, GDP per capita and disposable income per capita were growing at roughly the same rate. However, through the 1990s the gap between growth in GDP and growth in disposable income grew.
· This suggests that not all Albertans are benefiting from a booming economy as in previous decades.
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Personal Disposable Income per capita, Alberta 1961 to 1999

1.1.1. So What?

A 1999 survey of Albertans and other Canadians, conducted by the Canadian Council on Social Development (CCSD), found that Albertans and Atlantic Canadians felt the most vulnerable about their financial security. Roughly 23% said they would not have enough savings to sustain themselves beyond one month’s salary. These results came from the CCSD’s Personal Security Index 2000 report in which they asked Canadians, “If you and (or) your spouse lost your job, how many months could you survive without your income?” This sense of vulnerability was highest among 25-34 year olds, with 36.1% of young Albertans feeling they could not survive more than one month without their income. While real disposable incomes are higher than they were 40 years ago, income continues to remain stagnant in the 1990s. At the same time, expenditures and household debt continue to rise, leaving many Albertans uneasy about their financial or economic security. 

According to the CCSD (2000) study, economic security of Canadians has not recovered since 1989. The study notes, “In 1999, there was a miniscule improvement in Canadians’ average disposable income—up $50 per person from 1998, but still $820 less per person than it was in 1989.” When asked if their household income was adequate to meet their family’s basic needs, only 52% of Canadians said their incomes were adequate, while 16% felt their income was wholly inadequate. The percentage of Canadians feeling their income is wholly inadequate (16%) is surprisingly close to the percentage of Albertans living below the “poverty line,” which for 1999 was estimated to 15.5% of Albertans. 

Disposable Income vs. GDP per capita
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Disposable Income Index: Where are we today?
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Personal disposable income was equal to $20,147 per capita in Alberta in 1999, which is equal to $59.72 billion (1998$), the equivalent of 54% of provincial GDP. As an index, disposable income in Alberta in 1999 ranked 92 on a scale of 0 to 100, where 100 is the highest disposable income level between 1961 and 1999 (see figure above).

Savings

The amount of savings by households and governments is one indicator of financial well-being. Savings are what is set aside from disposable income after all living expenditures, including taxes, have been made. Based on Statistics Canada’s newly revised savings figures, the average savings rate per Albertan was 4.7% of after-tax disposable income in 1999. Savings rose from 3.7% in 1961, peaking in 1982 at 16.2% and declining since 1982. Savings rates have stagnated since 1994 at between 3 and 5%. The lowest savings rate was recorded in 1970 at 1.6%. The graph below shows the roller-coaster nature of savings in Alberta since the 1960s. Savings may have declined for several reasons. First, real disposable income and real weekly wages are still less than in 1982 and remained largely unchanged through the 1980s and 90s. Household debt continues to increase as do total taxes paid per Albertan. This has squeezed the average Albertan’s capacity to save. This is in stark contrast to soaring Alberta government surpluses. The Alberta Government’s practice of saving petroleum royalties for sustainable income options ceased in the mid 1980s. 
Noteworthy:

· Savings rates in 1961 were 3.7% of after-tax income when the average Albertan saved $351 per  
(1998$)

· In 1982 the savings rate had climbed to 16.2% or $3,454 (1998$) per Albertan. Yet, in the 1990s savings have declined to a rate of 4.7% in 1999 or  $991 per person (1998$).

· Savings rates were the lowest in 1970, at 1.6%.

· The peak rate of savings occurred in 1982 when average savings were $5,730 per person, for a rate of 26.9%; in the same year, Albertans paid an average of $3,560 in taxes per person.
· Savings rates increased progressively until the peak in 1982, then declined at an annual rate of 4.9 %.
· By 1999, the average amount of taxes paid 
(1998$) was $5,172, compared to $991 in savings per capita—a significant and growing gap in the latter part of the 1990s.
· Savings as a percentage of the GDP is another indicator of a healthy economy; it stood at only 2.1% in 1997 only slightly higher the all-time low of 0.9% in 1970 and significantly lower than 8.4% in 1982.

Savings Rates in Alberta, 1961 to 1999
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1.1.2. So What?

Are we saving enough as a province, country and as individuals to meet future consumption and well-being needs? The rate of personal savings and total savings as a percentage of Alberta’s GDP has declined steadily since the peak in 1982 (see figures). Lower savings may be causing individuals and households to finance consumption through borrowing and credit rather than from savings. Less is left over at the end of every month with real wages stagnant and taxes and personal debt continually rising. This is causing some Albertans to report increasing levels of financial angst and personal stress about whether they can survive until the next paycheque. Yet, the economy keeps booming according to the GDP. Many Albertans it would appear are “another day older and deeper in debt” and increasingly short on savings for old age, the kids and retirement.

While the net worth of the average Canadian and Albertan has risen, much of this gain has come from rising stock markets rather than traditional assets. How stable is the net worth foundation of Canadians and Americans if stock markets continue to sag along with the U.S. economy? Will high levels of debt and falling net worth become problematic? Americans are already vulnerable with negative savings rates, a key indicator of the financial health of households. Low savings and high debt loads threaten the security of individuals and households. The Alberta Government too should consider how it would sustain income from other forms of sustainable or renewable capital as the province runs down the non-renewable inventory of fossil fuels. While paying down the accumulated debt is prudent, sustainability is achieved by investing petro-dollars into sustainable forms of capital.

Alberta Savings Index: Where are we today?
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Savings as a Percentage of Alberta’s GDP, 1961 to 1999
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Total savings in 1999 were $2,938 million or $991 per capita, in 1998 dollars. As an index, household and individual savings in 1999 scored 29 on a scale of 0 to 100, where 100 represents the greatest savings rate (in 1982) between 1961 and 1999 (see figure above).

Taxes

According to the Alberta Government’s Measuring Up 1999-2000, Alberta boasts the lowest provincial tax load in Canada. This includes the lowest provincial tax load per person, the lowest burden on family incomes, the third lowest business tax load and the lowest personal income tax rate after Ontario. Despite this, Albertans’ direct tax load (federal, provincial, municipal) has increased by 6.6 times in real terms since 1961, according to statistics in the Alberta Economic Accounts. In 1961, each Albertan paid on average $870 (1998$) in direct taxes; by 1999 the average taxes paid was $5,712 (1998$). This represents a 5.1% per annum increase in real taxes since 1961, which is significantly higher than the 1.3% per annum increase in real weekly wages. In 1961, taxes made up roughly 9% of average total personal consumption expenditures; by 1999, they amounted to 22% of expenditures. Indeed, taxes in 1999 were the single largest expenditure. There is nothing implicitly wrong with paying taxes to governments for services that benefit the community and other common good objectives. However, one of the growing components of government expenditures is payment of interest charges on public debt. In 1999, we estimate that roughly $0.29 per $1 paid in federal income taxes went to pay for interest on the federal debt.   

Noteworthy:

· In 1961, the average Albertan paid $870 in taxes—or 9% of personal expenditures (1998$). 
· In 1999, the average Albertan paid $5,712 in direct taxes (federal, provincial, municipal), an increase of 494% (1998$). 
· Taxes were the largest category of all personal spending in 1999, at 22% of all expenditures.
· Taxes as a percentage of real personal income (total) increased from 7.6% in 1961 to 19.3% by 1999.
· One of the key drivers to increasing taxes is not increased government program spending per se, but, increasing interest payments on federal government debt, which in 1999 took almost one-third of each tax dollar.  
· Costs to service Alberta Government debt (1998$ per capita) increased 325% from 1983 to 1999; during the same time, there was a 35% increase in per capita real health care expenditures, a 23% increase in education spending, and an 18% increase in social services program spending.
· Alberta Government debt servicing costs in 1999 were $333 (in 1998$) per capita, down from a high of $670 per capita in 1994, but this expenditure still represented about 5.6 cents per dollar of all Alberta Government spending .

Real Taxes (1998$) Paid per Capita, Alberta 1961 to 1999
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1.1.3. So what?

Income taxes were first introduced in Canada following World War I to help pay for the war debt. Since then, taxes have become part of life and have increased substantially (see figure to the right). Indeed, taxes are important to finance government spending on services such as health care, education and social services, as well as other services like environmental protection and economic development. Investing taxes collected from earned income of individuals or businesses in long-term human, social and natural capital is prudent if such investments lead to improved well-being. Taxes that are collected to pay for regrettable expenditures, such as cleaning up toxic waste, environmental degradation or fixing up failed financial ventures on the other hand, do not directly increase well-being but rather guard against a reduction in well-being. Today, Albertans and other Canadians pay taxes in many forms, from income taxes, the Goods and Services Tax (GST) and property taxes to user fees or levies. The current progressive tax system plays an important role in redistributing income and wealth in society. This positive impact is seen by the evidence in the GPI income inequality accounts, which show a steady decline in after-tax income inequality in Alberta. Taxes have the effect of redistributing income from the rich to less fortunate and lower-income Albertans. Yet, the increasing tax burden can be viewed as a regrettable trend, particularly the portion of taxes that is going to service debt (almost one-third of federal taxes). Taxes, in terms of real 1998 dollars, have increased so dramatically that they now account for 22 cents of every dollar of personal consumption expenditure, more than any other purchase category (see figure at lower right). 
The Alberta Tax Index: Where are We Today?
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Personal Consumption Expenditures 

1.2. Consumption and Economic Growth

The GDP growth is driven primarily by the consumption expenditures of individuals and households. North Americans are in part addicted to consumption just as politicians seem addicted to growth. Consumption by consumers and GDP growth go hand-in-hand because personal consumption expenditures is a key component of the GDP. The case of the U.S. personal consumption spending makes up about 65% of the GDP. In Alberta it is less because our dependence on natural resource revenues which offsets the importance of consumption spending.

The GDP calculator operates on the principle that the more we consume, that is more money changing hands for goods and services, the more GDP rises. More spending and more GDP is interpreted automatically as a sign of a health economy and is generally interpreted as improved  personal economic well-being. But does more spending necessarily translate into genuine improved well-being if measured more holistically in terms of a sense of personal and spiritual well-being, or in terms of the well-being of the natural environment? The answer is that we really don’t know because the GDP and consumption expenditures makes no distinction between those expenditures that result in a genuine improvement in well-being for all citizens and those which simply enhance the well-being of a few. 

Our national accounting systems, used internationally, make no distinction between expenditures which represent genuine improvements in the overall conditions of living and well-being of households and those that may be regrettable expenditures dealing with social, environmental or health ills. Neither does the GDP tell us whether a society is consuming beyond some level of sufficiency or “enough.” The GDP is like a calculator that knows only how to sum up all the spending without any notion of deducting expenditures which do not actually contribute to genuine progress in human, social or environmental health.

GPI accounting attempts to rectify these shortcomings by first acknowledging how personal consumption expenditures are treated in terming economic well-being using GDP as the primary barometer. GPI accounting attempts to understand the changing nature of expenditures. For example, are households spending more or less on food, housing, entertainment, debt servicing and taxes now compared to 40 years ago? Does the change in the expenditure profile tell us anything about whether a society is actually better or worse off in terms of genuine well-being or do they reveal unhealthy lifestyles? By examining our spending profile over time provides us with a better insight into whether households are better off not only financially but in other terms of well-being.

In many respects North Americans are addicted to the idolatry  of consumption and the fertile falacy that consuming more and newer goods and services leads to a greater sense of well-being than consuming “enough” or less.  The notion of sufficiency, “enough” or “sustainable” seems lonely in a see of an ongoing buying spree by American and Canadian households. More spending by consumers is however a key ingredient for fueling the exponential growth curvey of GDP witnessed by most economies. Success is measured by many by how much you own and how much capacity (income) you have to consume.

Since personal consumption is the largest component of GDP, this presumed correlation between consumption and well-being is the conceptual starting point for GPI accounting and thus accords with those who use GDP as a measure of economic progress. To be conservative and contemporary, GPI accounting implicitly accepts the premise that spending and the capacity to spend in order to improve one’s economic well-being contributes to a good society. This then suggests that the GPI estimates are already strongly baised upwards because personal consumption expenditures generally rises at rates similar to the growth of the GDP.  There may be natural limits to our consumption patterns and levels of sufficiency, however, our accounting system provides no guidance or moral compass. The GDP has no opinion on such matters so the issue of sufficient levels of material goods is left as an ethical and philisophical issue that is resolved generally at the individual level through daily living choices. Yet this is the fundamental issue at the heart of accounting for sustainabilitiy and measuring genuine well-being, that is in defining for a community or society a “enough” in context with sustainable living capital objectives. GPI accounting can only serve to enligthen the discussion with evidence upon which to assess the conditions of living capital. Action is left to the individual and political processes.

The GPI estimates for the U.S. (Cobb, Halstead, and Rowe, 1995), Australia (Hamilton and Denniss, 2000)
 and other nations (in the case of the Index for Sustainable Economic Welfare) all begin their accounting of sustainable economic welfare with personal consumption expenditures. They then adjust this major component of the GDP for the value of unpaid work and household/public infrastructure capital services and deduct social costs and the depreciation of environmental assets. The Alberta GPI estimates of net sustainable economic welfare takes virtually the same approach.

The GPI accounting system is a conservative account of societal well-being adhering as far as possible to the existing economic paradigms and assumptions.  Our goal is to provide more transparency about the real benefits and costs associated with consumption and in particular the impacts consumption has on the sustainability of real wealth or living capital.  The GPI account is a vision of an alternative to the national accounting systems used by virtually every nation that extends the existing GDP accounts by factoring in the value and depreciation of human, social and environmental capital flows that GDP currently ignores.     

1.3. The Way We Were and Are

Comparing spending, income and lifestyle changes over the past 40 years reveals some important shifts in priorities and well-being.

According to the provincial economic accounts and Statistics Canada data, Figure 10 shows how Albertans spent their time and money in 1961 compared with 1999. While we had more disposable income in 1999 and were spending more money than ever on the basics of life, we were also spending more on debt, taxes, and recreational goods and services. 

Figure 1: The Way We Lived in 1961 and the Way We Lived in 1999
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In 1961, out of his or her total income, the average Albertan spent:

· 56.0 percent on food, shelter and clothing; 

· 11.6 percent on personal goods and services; 

· 12.9 percent on transportation and communications; 

· 5.8 percent on recreation, entertainment, education and cultural services; 

· 3.5 percent on medical care and health services; 

· roughly 0.8 percent on household and personal debt servicing (interest on consumer loans), and; 

· 9.0 percent on taxes. 

By 1999, the average Albertan’s income was spent this way:

· 33.4 percent on food, shelter and clothing;

· 14.2 percent on personal goods and services; 

· 12.9 percent on transportation and communications; 

· 7.9 percent on recreation, entertainment, education and cultural services; 

· 3.1 percent for medical care and health services;

· 8.7 percent for household and personal debt servicing; and

· 20.0 percent on taxes.

In terms of real disposable income, from 1961 to 1999 it rose 113 percent while real weekly wages increased 61 percent; however, both have remained virtually unchanged since they peaked in 1981 despite continued economic growth. Had real disposable income grown at the same rate as the GDP since 1982, real disposable income would have stood at $29,065 per Albertan in 1999 versus the actual figure of $20,147. Had average incomes increased to this level with the rising GDP, then the 17 percent of Alberta households that we estimate are now living below a living wage ($24,322 per average household) would no longer live in constrained economic conditions.

Albertans, on average, spent 110 percent more in 1999 than in 1961 on the basics of life, and spent significantly more on taxes, debt servicing, personal goods and services, and housing and utilities. Real expenditures per Albertan on food, tobacco and alcohol (1998 dollars) have increased only 12 percent since 1961 and spending on clothing increased only nine percent. At the same time, the biggest increases in expenditures were on household debt servicing costs (up 2,905 percent), taxes (up 494 percent), recreation and entertainment (up 261 percent), and housing and utilities (up 256 percent). Much of this spending is being financed by higher levels of debt. Also, while a rising tide of GDP is supposed to raise all boats, we found evidence that the average Albertan has not benefited in proportion to GDP growth since 1982 (see “Real income stagnant” above). Personal consumption spending per Albertan has increased at an annual rate of 2.0 percent. But consuming more doesn’t necessarily translate to improved quality of life.

1.4. Household Expenditures

Alberta’s 1,023,350 households, averaging 2.71 persons per household
, spent $52.8 billion (1998$) on personal consumption in 1999 which made up 48.2% Alberta’s GDP in 1999 GDP.  Figure 11 shows that real personal consumption spending per capital has risen from $8,747 (1998 dollars) in 1961 and has risen to $18,389 (1998 dollars) by 1999; a 110 % increase over almost 40 years. The graph also shows that while household spending rose steadily through the 1960s and 1970s spending has remained relatively constant throughout the 1980s and 1990s increasing only  $1,347 per capita between 1981 and 1999. 

Figure 2: Alberta Personal Consumption Expenditures and Taxes Paid per Albertan, 1998 dollars 1961 to 1999
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Personal consumption expenditures by households is less important to Alberta’s GDP than in 1962 when it made up 60% of GDP. Household spending is less important to Alberta’s GDP than the U.S. where personal consumption expenditures make up roughly 65% of GDP.
  Alberta’s relatively smaller contribution to GDP by household spending is partly due to the significant impact of exports of natural resources like oil and gas, agricultural and forest products.

1.5. Trends in Type of Personal Consumption Expenditures

The following figure 12 shows the trends in personal spending habitats.  Tracking personal consumption expenditures by type of expenditure over time, expressed in 1998 constant dollars, show interesting trends.  Personal consumption spending (per person) has increased 104% since 1961, from $8,747 per person (1998 dollars) in 1961 to $17,870 per person in 1998.  The expenditure categories that contributed the most to this  $9,122 per person increase in personal consumption were:

1) Personal goods and services – up $2,358 per person

2) Housing (rent/mortgage and utilities) – up $2,234 per person

3) Transportation and communication – up $2, 036 per person

Figure 3: Personal Consumption Expenditures by Type, 1998$, 1961 to 1999
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The expenditure category showing the largest increase over 40 years has been personal taxes eclipsing all other personal expenditure items reaching $5,172 (1998$) per capita by 1999 (Table 3).

Table 1: Average Personal Expenditures per Albertan 1961 vs. 1999, in 1998 dollars
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Employment

 

•

 

Hours of paid work: 1,463 per worker per year

 

•

 

Unemployment rate: 5.7%
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Underemployment rate: 3.45%

 

Income and Spending

 

(1998$ per year per Albertan)

 

•

 

Dis

posable income: $19,762

 

•

 

Personal consumption expenditures: $17,112

 

•

 

Taxes: $4,099

 

•

 

Household debt: $21,172

 

•

 

Savings rate: 6.8%

 

…and the way we lived in 1999

 

Where does the time go?

 

(hours per Albertan)

 

•

 

Paid work (per person in labour fo

rce): 1,463

 

•

 

Commuting time (minutes per day): 25.0

 

•

 

Household work: 1,032

 

•

 

Parenting and eldercare: 137

 

•

 

Free time: 2,106

 

•

 

Volunteering: 75 
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increase since 1

961)

 

•

 

Housing and utilities: $3,869 (+256%)

 

•

 

Food and tobacco: $2,432 (+12%)

 

•

 

Clothing: $838 (+ 9%)

 

•

 

Personal goods: $3,654 (224%)

 

•

 

Household operations: $1,482 (+ 52%)

 

•

 

Recreation and entertainment: $2,029 (+ 261%)

 

•

 

Health care: $805 

(+ 137%)

 

•

 

Transportation: $3,330 (+166%)

 

•

 

Taxes: $5,172 (+ 494%)

 

•

 

Household debt servicing costs: $2,257 (+2905%)

 

The Household

 


What is immediately apparent from these trends is that spending on the basics like food and clothing are virtually unchanged since 1961 while spending on housing, personal goods and services, transportation, and recreation/entertainment have all increased dramatically. Of note is the fact that up until 1977 expenditures on housing (rent, mortgages, fuel and power) were actually lower than expenditures on food; after 1977 housing costs exceeded food costs are now the single largest expenditure by households. What the Table 3 also shows is that the cost of food, beverages and tobacco have actually declined since their peak in 1977 are now only 12% higher, on average, than in 1961.  Also significant is the dramatic increase in spending on personal goods and services, increasing 224%  over 1961 (including financial services, eating out, dentists, lawyers, dentists, auto repairs, haircuts, and other services). By 1998 these expenditures represented 93% of expenditures on housing.  Spending on personal transportation (automobiles) and communications has risen 166% to approximately 88% of the amount spent on housing. Spending on recreation, entertainment and cultural services has increased by 261% by 1999 to 52% of the money spent on housing. 

According to the most recent Canadian figures from Statistics Canada
 on how the average Canadian family spent their money revealed that average household expenditures were $53.400.  The largest component, as with Albertans, was on personal taxes at 21% of expenditures. Between 1998 and 1999 Canadians spent more on automobiles, home entertainment and eating out (food) $53,400.  Over half of Canadian households contributed to RRSPs with an average contribution of $3,436 in 1999 unchanged from 1998.

More Spending on Services, Less on Durables

Albertans have more disposable income than in 1961 and this has translated into more spending or consumption of goods and services. Changes in our allocation of spending on durable (e.g. cars, homes, dishwashers), semi-durable (clothing?), non-durable (food) goods and on services reveals that since 1960 the amount we are spending on services as increased significantly.  Figure 13 shows the trends since 1960.  In 1960 we spent almost the same amount on services ($3,262 per person, 1998 dollars) as on non-durable goods (e.g. food); in 1998 we spent on average $10,255 per person (1998 dollars) on services and $3,300 per person on non-durables.  In percentage growth terms, spending on non-durables (food) increased by a mere 9% (in real dollar terms) in almost forty years while spending on services grew by 214%. Indeed Alberta has become a service economy driven by our own demands for more personal services. These trends suggest that our spending on the basic needs of life has not really change dramatically in 40 years of progress while our discretionary spending on services (things we may feel contribute to our quality of life, over and above our basic needs) has helped fuel economic progress.  From this picture it would appear that we are better off, in terms of servicing our personal desires for quality living (through services).  Certainly increasing disposable income has helped finance our hunger for more services.

Figure 4: Personal Consumption Spending on Durable Goods, Semi-durable Goods and Non-Durable Goods, in 1998$ per capita, 1961 to 1999
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Where are we spending more?

Albertans are spending more on what would have been considered discretionary items (e.g. entertainment, eating out) in 1999 than 40 years ago. Figure 14 compares how Alberta households spent their money in 1961 versus 1998, in 1998 dollars.


Figure 5 Change in Real (1998$) Spending on Household Expenditure Categories, 1961 versus 1999
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In 1961 the top four spending items per person (in 1998 dollars) were: 

1. Food, beverages and tobacco              -- $2,173 

2. Taxes
                                         -- $1,928

3. Housing (rent/mortgage, and utilities) -- $1,508

4. Transportation and communications    -- $1,129

By 1999 the top four spending items per person (in 1998 dollars) were:

1. Taxes                                                  -- $5,172

2. Housing (rent/mortgage and utilities) -- $3,896

3. Personal goods and services               -- $3.655

4. Transportation and communications  -- $3,330

With increased spending on items that were once considered luxury items, would suggest that on average Albertans are better off in 1999 compared to 1961.  Certainly increased levels of  discretionary, disposable income has helped to finance recreation and entertainment spending. However, as was discovered in our analysis, average real disposable incomes are also remained stagnant since the last major recession in 1981 suggesting that the capacity to spend has been limited for average Albertans. Their alternative has presumably been to finance current consumption through increasing personal debt levels. This is supported by evidence that personal levels of debt have increased significantly in 40 years with household debt servicing costs having increased an estimated 2,905% in 40 years (also see The Alberta GPI Accounts: Debt and Net Worth technical report #3.) We are spending virtually the same amount on the basic needs of food and clothing while expending considerably more discretionary income on our automobiles, recreation, entertainment, and personal services (financial services, banking charges, lawyers, haircuts, etc.)  We are also spending more on our homes with larger homes, larger mortgages and higher power and utility costs.  

The greatest changes in spending (in constant 1998 dollars) between 1961 and 1999 were:

· Recreation, entertainment, education and culture        -- up 261%

· Personal goods and services


       -- up 223%

· Taxes





       -- up 168%

· Housing (rent, fuel and power)


       -- up 156%

· Medical care and health services


        -- up 137%

Areas of spending that show the least changes include

· Clothing and footwear



-- up   9% 

· Food, beverages and tobacco


-- up 12%

· Furniture, furnishings, and household equipment
-- up 52%
1.6. Personal Consumption Expenditure as an Index

Within the GPI accounting system raw data is converted to an index for comparison with other indicators and for aggregation with other indicators to create composite indices such as the GPI Economic Well-Being Index. The personal consumption index is based on actual personal consumption per capital data (see Appendix A, Table 2). A benchmark year is chosen, which in this case we assume the maximum level of real personal consumption expenditures per capita to be the best or optimal condition related to material well-being as measured by consumption.

Figure 18 compares personal consumption expenditures and Gross Domestic Product in Alberta as indices showing clearly their relative trends over 40 years. Here, 100 is set equal to the highest level of expenditure or the highest level of GDP over the study period, and change from that level is measured as movement towards zero. As the figure indicates, personal expenditure has followed a similar pattern to GDP since 1961. 

Figure 6:Personal Expenditures Index: Where are we today?
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2. Disposable Income 

The level of disposable income available for discretionary spending is another indicator of the economic health of individuals, households and society as a whole. The notion of earning a living wage that is sufficient to cover the necessities of life plus more is an intuitively attractive foundation upon which to ensure a good and sustainable society. Those with less income or less financial capacity (i.e. defined as “poor”) may feel or experience disadvantages that result in costs to social cohesion manifested in many forms of social illth.

Rising incomes is assumed to be a sign of a health economy based on the premise is that the more money we have at our disposal to spend the more capable we are of either improving or maintaining our overall well-being. Rising levels of average real disposable income along with rising GDP would suggest that all citizens are benefiting from an expanding economy.

GPI accounting tracks real disposable income trends with a particular interest in determining whether the incomes of average citizens is keeping pace with economic growth. That is, are average citizens benefiting equally from more economic output or are these benefits being inequitably distributed? GPI accounting also attempts to reveal the extent to which all citizens are receiving a so-called living wage (if they are capable and willing to work) that would meet at least their basic needs for food, shelter, clothing plus being able to participate fully in a civil society. Genuine progress is being made when all citizens in a civil society feel that they are receiving a fair wage (a living wage) and that the gap between the haves and have nots in society is not unacceptably large that would lead to social tensions.

The findings of the Alberta GPI account of disposable income found that real disposable income per capita rose steadily from the early 1960s (see Figure 19) with GDP growth but peaked in 1981 then declined somewhat remaining stagnant for almost 20 years throughout the 1990s. What is particularly revealing is that incomes have remained stagnant for the average Albertan for almost 20 years while economic growth (GDP) continues (see Figure20).  In 1961 the average personal disposable income was $9,467 (1998$) and rose steadily to $21,848 per capita in 1981. In 1999 the average personal disposable income was $20,147 or $1,701 less than in 1981.


Figure 7: Alberta Personal Disposable Income per capita, 1998 dollars, 1961 to 1999
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This evidence would suggest that no all Albertans are sharing in the economic prosperity of the past 20 years. 
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Figure 8: Alberta Real Disposable Income versus GDP per capita, 1998 dollars, 1961 to 1999
This gap is also apparent when comparing real weekly average wages in Alberta to real GDP per capita, both expressed in constant 1998 dollars (Figure 21). The booming economy has not benefited all Albertans equally. While real average weekly wages have increased 48.4% from 1961 to 1999, the per capita real GDP grew 125.7% over the same period. Real wages peaked in 1982 at $906.45 (1998$) per week and have declined 13.0% to an average $788.89 (1998$) per week compared with a 36.3% increase in per capita real GDP over the same period. During the 1990s real weekly wages barely moved growing a mere 0.9% compared with per capital real GDP growth of 23.8% from 1990 to 1999.  Over the period 1961 to 1999, the average rate of growth in per capital real GDP was 2.2% compared to only 1.1% growth in real weekly wages.
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Recreation, Entertainment, Education and Cultural Services

562.33

         

 

2,029.55

     

 

1,467.22

      

 

261%

Personal Goods and Services

1,129.13

      

 

3,654.52

     

 

2,525.39

      

 

224%

Net Expenditure Abroad

35.70

           

 

(52.60)

         

 

(88.30)

          

 

-247%

Total Personal Consumption Expenditures

8,747.39

      

 

18,389.38

   

 

9,641.99

      

 

110%

Taxes

870.28

         

 

5,172.30

     

 

4,302.03

      

 

494%

Total Expenditures

9,617.67

      

 

23,561.68

   

 

13,944.01

    

 

145%

Source: Alberta Economic Accounts 1999, Alberta Treasury

Figure 9: Alberta Real (1998$) Weekly Wages versus GDP per capita 1998$
This suggests that not all Albertans are benefiting from a booming economy as in previous decades. The particular turning point appears to be 1985, the benefits of economic growth do not appear to be equally shared by workers and citizens as the growing gap between GDP and disposable income shows. 

Comparing personal income (before taxes and other transfers to government) with personal expenditures on goods and services, taxes and savings reveals the following Figure 22. The graph shows some important trends. First, personal income, like disposable income, has remained stagnant throughout the 1980s and 1990s. Second, personal expenditures by households on goods and services continues to rise thus leaving less available for savings. And third, taxes continue to increase reducing purchasing power and squeezing savings rates.

Figure 10: Alberta Real Disposable Income, Personal Expenditures, Taxes and Saving, 1998 dollars, 1961 to 1999
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Albertans feeling financially vulnerable

According to the Canadian Council on Social Development a 1999 survey of Albertans (and other Canadians) found that Albertans and Atlantic Canadians felt the most vulnerable about their financial security. Roughly 23 percent reported that they would not have enough savings to sustain themselves beyond one month’s salary. These results came from the CCSD’s Personal Security Index 2000
 report in which they asked Canadians “If you and (or) your wife lost your job, how many months could you survive without your income?” This sense of vulnerability was highest amongst 25-34 year olds with 36.1 percent of young Albertans feeling they could not survive more than one month without their income. The least vulnerable citizens were from Saskatchewan and Manitoba with 15% feeling vulnerable.  Feelings of vulnerability varied depending on household income (higher income households feel less vulnerable) and educational attainment (more educated households feel less vulnerable).

2.2. Real Disposable Income as an Index

Figure 23 shows real disposable income per Albertan as an index. The figure also shows the trend in provincial GDP over the study period. For the index, 100 is set equal to the highest real disposable income over the study period which is 1981. This is referred to as the benchmark year. Deviation from that year is measured as an index over time. In the case of paid in Alberta, our benchmark is 1981. In 1981, the average Albertan realized the highest real disposable income (adjusted for inflation) over the past 40 years. The index shows that disposable income has declined slightly since 1981and never recovered the same growth rate as GDP continues to enjoy in the 1990s. 
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Figure 11: Real Disposable Income Index vs. GDP Index, Alberta 1961 to 1999

2.3. So What?

While real disposable incomes are higher than the were 40 years ago, income continues to remain stagnant in the 1990s while rising expenditures and household debt leave many Albertans feeling increasingly vulnerable about their financial or economic security.  According to the CCSD (2000) study economic security of Canadians has not recovered since 1989 with stagnant average real disposable income.  The note “In 1999, there was a miniscule improvement in Canadian’s average disposable income – up $50 per person from 1998, but still $820 less per person than it was in 1989.” In asked if their household income was adequate to meet their family’s basic needs, only 52 percent of Canadians said their incomes were adequate while 16 percent felt that their income was wholly inadequate.
  The percentage of Canadians feeling their income is wholly inadequate (16 percent) is surprisingly close to the percent of Albertan’s living below the ‘poverty line’ (Low Income Cut-Off or LICO) which in 1999 is estimated at 15.5 percent of Albertans. 


3. Savings

The degree of savings by households and governments is a sign of the financial health and well-being of individuals and households within a society. The GPI savings account examines savings rates by Alberta households using Statistics Canada data for the savings rate measured in terms of a percentage of disposable income.

The evidence of long-term trends in savings rates by households shows a roller coaster of change from 1961 to 1999 (Figure 24). In the early 1960s the rate of savings was relatively low compared to the peaks achieved in the 1980s. In the 1990s savings have again declined steadily as real disposable income and real weekly wages remained flat or largely unchanged.
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Figure 12: Alberta Personal Savings Rates (1998$ per person and % of After-tax Income), 1961 to 1999

Savings rates hit a peak in 1981 at roughly 16.3% of after-tax disposable income, the highest rate in history.  With savings rates in decline and household, farm debt and federal government debt continuing to rise these are trends which in our opinion will lead to increasing stress and reduction in our quality of life.  The problem with total accumulated debt is that it is collectively never repaid but continues to grow with the expansion of the economy. This is the nature of debt based money systems.  Thus fundamentally, debt based money actually acts against the goals for sustaining the integrity of human, social and natural capital for future generations by encouraging, through the pressures of debt repayment, the continual expansion of economic output to service the debt.

3.1. Savings as an Index

Figure 25 shows real savings per Albertan as an index. The figure also shows the trend in provincial GDP over the study period. For the index, 100 is set equal to the highest real disposable income over the study period which is 1982, coincidentally one year after the peak in real disposable incomes in 1981 This is referred to as the benchmark year. Deviation from that year is measured as an index over time. In the case of paid in Alberta, our benchmark is 1982. In 1982, the average savings rate per Albertan was 16.2% the highest over the past 40 years. The index shows that disposable income has declined slightly since 1981and never recovered the same growth rate as GDP continues to enjoy in the 1990s. 

Figure 13: Savings Rate Index vs. GDP Index, Alberta 1961 to 1999
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3.2. So What?

Are we saving enough as a province, country and as individuals to meet future consumption and well-being needs? The rate of personal savings and total savings as a percentage of Alberta’s GDP has declined steadily since the peak in 1982 (see figures). Lower savings may be causing individuals and households to finance consumption through borrowing and credit rather than from savings. Less is left over at the end of every month with real wages stagnant and taxes and personal debt continually rising. This is causing some Albertans to report increasing levels of financial angst and personal stress about whether they can survive until the next paycheque. Yet, the economy keeps booming according to the GDP. Many Albertans it would appear are “another day older and deeper in debt” and increasingly short on savings for old age, the kids and retirement.

While the net worth of the average Canadian and Albertan has risen, much of this gain has come from rising stock markets rather than traditional assets. How stable is the net worth foundation of Canadians and Americans if stock markets continue to sag along with the U.S. economy? Will high levels of debt and falling net worth become problematic? Americans are already vulnerable with negative savings rates, a key indicator of the financial health of households. Low savings and high debt loads threaten the security of individuals and households. The Alberta Government too should consider how it would sustain income from other forms of sustainable or renewable capital as the province runs down the non-renewable inventory of fossil fuels. While paying down the accumulated debt is prudent, sustainability is achieved by investing petro-dollars into sustainable forms of capital.

4. Taxes

Paying personal income taxes for government goods and services has become is long ago become part of the price of maintaining a good and civil society. A sufficient level of taxation is required in a good society in order to ensure the common good and well-being is maintained or improved. Government’s have the legislated capacity to tax personal income to help pay for government goods and services which benefit all of society, regardless of power, income and status. 

For purposes of this report we will not deal with the nature of taxation in a provincial or national economy only to acknowledge that GPI accounts track taxation trends and pose the question of whether citizens (households) are receiving a fair return in terms of services from their taxes paid out of real disposable income. The philosophical pros and cons of various tax systems (progressive taxes versus flat taxes) will be left to others more knowledgeable in these areas.

We acknowledge the important discussion on taxation and  income policies by Daly and Cobb (1989: 315-331) in For the Common Good: Redirecting the Economy Toward Community, the Environment and a Sustainable Future that would provide guidance in designing an economy that is making genuine progress and improving the well-being of all in a sustainable fashion.

Figure 26 shows a steadily increasing levels of real taxes paid by Albertans for all forms of taxation (based on Alberta Economic Accounts). Despite this reality of rising taxation trends the Alberta Government’s Measuring Up 1999-2000 boasts that Albertans enjoy the lowest provincial tax load in Canada. This includes the lowest provincial tax load per person, the lowest burden on family incomes, the third lowest business tax load and the lowest personal income tax rate after Ontario. Despite this, Albertans’ direct tax load (federal, provincial, municipal) has increased by 6.6 times in real terms since 1961, according to statistics in the Alberta Economic Accounts. In 1961, each Albertan paid on average $870 (1998$) in direct taxes; by 1999 the average taxes paid was $5,712 (1998$). This represents a 5.1% per annum increase in real taxes since 1961, which is significantly higher than the 1.3% per annum increase in real weekly wages. In 1961, taxes made up roughly 9% of average total personal consumption expenditures; by 1999, they amounted to 22% of expenditures. Indeed, taxes in 1999 were the single largest expenditure. There is nothing implicitly wrong with paying taxes to governments for services that benefit the community and other common good objectives. However, one of the growing components of government expenditures is payment of interest charges on public debt. In 1999, we estimate that roughly $0.29 per $1 paid in federal income taxes went to pay for interest on the federal debt.   

Figure 14: Real Taxes (1998$) Paid per Capita, Alberta 1961 to 1999


Our preliminary research into taxation trends found the following:

· In 1961, the average Albertan paid $870 in taxes—or 9% of personal expenditures (1998$). 
· In 1999, the average Albertan paid $5,712 in direct taxes (federal, provincial, municipal), an increase of 494% (1998$). 
· Taxes were the largest category of all personal spending in 1999, at 22% of all expenditures.
· Taxes as a percentage of real personal income (total) increased from 7.6% in 1961 to 19.3% by 1999.
· One of the key drivers to increasing taxes is not increased government program spending per se, but, increasing interest payments on federal government debt, which in 1999 took almost one-third of each tax dollar.  
· Costs to service Alberta Government debt (1998$ per capita) increased 325% from 1983 to 1999; during the same time, there was a 35% increase in per capita real health care expenditures, a 23% increase in education spending, and an 18% increase in social services program spending.
· Alberta Government debt servicing costs in 1999 were $333 (in 1998$) per capita, down from a high of $670 per capita in 1994, but this expenditure still represented about 5.6 cents per dollar of all Alberta Government spending .

We did not examine the issue of whether Albertans are receiving a fair return on their federal, provincial or municipal taxes paid out of their income. The study of government service efficiencies and effectiveness is a study for others more gifted in these matters. Suffice to say it is possible within the GPI accounting framework to compare trends in real taxes and real government expenditures over time. These trends can also be compared to some of the indicators which reflect service outcomes of government services, such as those related to education and public infrastructure.

We are of the opinion that what is regrettable about the increases in taxes paid by Alberta households has been the growing portion of those taxes that have gone to debt servicing costs of all levels of government. Debt servicing costs particularly on federal government debt has grown to a significant percentage of annual government expenditures in the range of 30 percent of total expenditures. GPI accounting considers expenditures of government debt a regrettable cost given the power vested in the federal government, through the Bank of Canada, to create money (credit) virtually without cost to Canadians for the purposes of sustained stewardship of living and produced capital.  It is unfortunate that government’s at all levels felt compelled to finance services and programs by incurring debt particularly in the 1970s and 1980s and then pass the debt charges on to citizens when this was largely unnecessary. This subject is worth considerably more discussion and debate. For a good treatment of debt and money creation we encourage readers to study the nature of money creation in a debt-based financial system and to read the chapter “Money, Debt and Wealth” by Daly and Cobb (1994: 407-442) in their book For the Common Good for an insight into how to create a truly sustainable money system without debt.

4.1. Taxes as an Index
Figure 29 shows real taxes paid per Albertan as an index. The figure also shows the trend in provincial GDP over the study period. For the index, 100 is set equal to the lowest real taxes paid. Of course suggested that paying low levels of taxes is in fact making genuine progress is debatable since the level of services commensurate with higher taxes may have also increased.  This is referred to as the benchmark year. Deviation from that year is measured as an index over time. In the case of paid in Alberta, our benchmark is 1961. In 1961, the average Albertan  paid the lowest level of real taxes (adjusted for inflation) compared to the other 40 years. The index shows the tax index declining (representing increasing levels of taxation) relative to rising GDP. 

4.2. So What?

Income taxes were first introduced in Canada following World War I to help pay for the war debt. Since then, taxes have become part of life and have increased substantially (see figure to the right). Indeed, taxes are important to finance government spending on services such as health care, education and social services, as well as other services like environmental protection and economic development. Investing taxes collected from earned income of individuals or businesses in long-term human, social and natural capital is prudent if such investments lead to improved well-being. Taxes that are collected to pay for regrettable expenditures, such as cleaning up toxic waste, environmental degradation or fixing up failed financial ventures on the other hand, do not directly increase  well-being but rather guard against a reduction in well-being. Today, Albertans and other Canadians pay taxes in many forms, from income taxes, the Goods and Services Tax (GST) and property taxes to user fees or levies. The current progressive tax system plays an important role in redistributing income and wealth in society. This positive impact is seen by the evidence in the GPI income inequality accounts, which show a steady decline in after-tax income inequality in Alberta. Taxes have the effect of redistributing income from the rich to less fortunate and lower-income Albertans. Yet, the increasing tax burden can be viewed as a regrettable trend, particularly the portion of taxes that is going to service debt (almost one-third of federal taxes). Taxes, in terms of real 1998 dollars, have increased so dramatically that they now account for 22 cents of every dollar of personal consumption expenditure, more than any other purchase category (see figure 28). 

Figure 15: Real Taxes (1998$) Paid per Capita, Alberta 1961 to 1999.

Figure 16: The Alberta Tax Index: Where are We Today?
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Appendix A.
List of Alberta GPI Background Reports

A series of Alberta GPI background reports accompanies the Alberta Sustainability Trends 2000 report and this report. These documents are being released in late 2001 and early 2002 and will be available on the Pembina Institute’s website at www.pembina.org. 

Alberta GPI Background Reports and Sustainability Indicators

	GPI Background Reports
	GPI Accounts Covered by Report

	1. Economy, GDP, and Trade
	· Economic growth (GDP)

· Economic diversity

· Trade

	2. Personal Consumption Expenditures, Disposable Income and Savings
	· Disposable income

· Personal expenditures

· Taxes

· Savings rate

	3. Money, Debt, Assets and Net Worth
	· Household debt

	4. Income Inequality, Poverty and Living Wages
	· Income distribution 

· Poverty 

	5. Household and Public Infrastructure
	· Public infrastructure 

· Household infrastructure 

	6. Employment
	· Weekly wage rate

· Unemployment 

· Underemployment

	7. Transportation 
	· Transportation expenditures

	8. Time Use
	· Paid work time

· Household work

· Parenting and eldercare

· Free time

· Volunteerism

· Commuting time

	9. Human Health and Wellness 
	· Life expectancy

· Premature mortality

· Infant mortality

· Obesity

	10. Suicide
	· Suicide 

	11. Substance Abuse; Alcohol, Drugs and Tobacco
	· Drug use (youth)

	12. Auto Crashes and Injuries
	· Auto crashes

	13. Family Breakdown
	· Divorce

	14. Crime
	· Crime

	15. Gambling
	· Problem gambling 

	16. Democracy
	· Voter participation

	17. Intellectual Capital and Educational Attainment
	· Educational attainment

	18. Energy (Oil, Gas, Coal and Renewable)
	· Oil and gas reserve life

· Oilsands reserve life

	19. Agriculture
	· Agricultural sustainability

	20. Forests
	· Timber sustainability 

· Forest fragmentation

	21. Parks and Wilderness
	· Parks and wilderness 

	22. Fish and Wildlife
	· Fish and wildlife

	23. Wetlands and Peatlands
	· Wetlands

· Peatlands

	24. Water Resource and Quality
	· Water quality

	25. Energy Use Intensity, Greenhouse Gas Emissions and Air Quality
	· Energy use intensity

· Air quality-related emissions

· Greenhouse gas emissions

	26. Carbon Budget
	· Carbon budget deficit

	27. Municipal and Hazardous Waste
	· Hazardous waste

· Landfill waste

	28. Ecological Footprint
	· Ecological footprint


Appendix B.
Personal Consumption Expenditures, Disposable Income and Savings Data 

Raw data for personal consumption expenditures and real disposable income for Alberta GPI accounts and indices

	
	Personal Consumption Expenditures, per capita, constant (1998) dollars
	Personal Consumption Expenditure Index where maximum (1999=$18,000) is benchmark for best
	Personal disposable income per capita 1998$
	Personal Disposable Income Index, Maximum = $21,848 in 1981

	1961
	 $     8,747.39 
	                47.57 
	 $       9,466.52 
	         43.33 

	1962
	 $     8,955.47 
	                48.70 
	 $       9,516.28 
	         43.56 

	1963
	 $     9,058.83 
	                49.26 
	 $       9,627.61 
	         44.07 

	1964
	 $     9,300.86 
	                50.58 
	 $       9,730.85 
	         44.54 

	1965
	 $     9,653.23 
	                52.49 
	 $     10,356.98 
	         47.40 

	1966
	 $   10,151.95 
	                55.21 
	 $     11,044.27 
	         50.55 

	1967
	 $   10,239.48 
	                55.68 
	 $     11,059.01 
	         50.62 

	1968
	 $   10,493.61 
	                57.06 
	 $     11,225.25 
	         51.38 

	1969
	 $   11,026.78 
	                59.96 
	 $     11,443.45 
	         52.38 

	1970
	 $   10,985.63 
	                59.74 
	 $     11,178.74 
	         51.17 

	1971
	 $   10,925.35 
	                59.41 
	 $     11,417.37 
	         52.26 

	1972
	 $   11,751.20 
	                63.90 
	 $     12,417.56 
	         56.84 

	1973
	 $   12,408.68 
	                67.48 
	 $     13,843.31 
	         63.36 

	1974
	 $   13,318.16 
	                72.42 
	 $     15,264.19 
	         69.87 

	1975
	 $   13,659.54 
	                74.28 
	 $     15,819.51 
	         72.41 

	1976
	 $   14,390.51 
	                78.25 
	 $     16,530.84 
	         75.66 

	1977
	 $   14,563.86 
	                79.20 
	 $     16,672.30 
	         76.31 

	1978
	 $   14,792.33 
	                80.44 
	 $     17,673.84 
	         80.89 

	1979
	 $   15,737.01 
	                85.58 
	 $     18,957.23 
	         86.77 

	1980
	 $   16,504.83 
	                89.75 
	 $     19,733.15 
	         90.32 

	1981
	 $   17,041.36 
	                92.67 
	 $     21,848.01 
	       100.00 

	1982
	 $   16,379.73 
	                89.07 
	 $     21,329.01 
	         97.62 

	1983
	 $   16,070.93 
	                87.39 
	 $     20,000.25 
	         91.54 

	1984
	 $   16,126.32 
	                87.69 
	 $     19,776.76 
	         90.52 

	1985
	 $   16,561.00 
	                90.06 
	 $     20,621.42 
	         94.39 

	1986
	 $   16,682.74 
	                90.72 
	 $     20,046.73 
	         91.76 

	1987
	 $   16,593.39 
	                90.23 
	 $     19,169.99 
	         87.74 

	1988
	 $   17,098.32 
	                92.98 
	 $     20,298.41 
	         92.91 

	1989
	 $   17,443.29 
	                94.86 
	 $     20,790.04 
	         95.16 

	1990
	 $   17,318.53 
	                94.18 
	 $     20,522.84 
	         93.93 

	1991
	 $   16,937.25 
	                92.10 
	 $     19,874.31 
	         90.97 

	1992
	 $   16,509.51 
	                89.78 
	 $     19,400.61 
	         88.80 

	1993
	 $   16,473.67 
	                89.58 
	 $     19,735.70 
	         90.33 

	1994
	 $   16,619.46 
	                90.38 
	 $     19,405.70 
	         88.82 

	1995
	 $   16,618.81 
	                90.37 
	 $     19,595.65 
	         89.69 

	1996
	 $   16,865.78 
	                91.71 
	 $     19,386.87 
	         88.74 

	1997
	 $   17,575.76 
	                95.58 
	 $     19,901.45 
	         91.09 

	1998
	 $   17,810.23 
	                96.85 
	 $     19,645.87 
	         89.92 

	1999
	 $   18,389.38 
	              100.00 
	 $     20,147.08 
	         92.21 


Raw data for personal savings and taxes for Alberta GPI accounts and indices

	
	Savings Rate Index where benchmark is maximum savings rate 1982 at 16.23% of disposable after-tax income
	Savings Rate Index where benchmark is maximum savings rate 1982 at 16.23% of disposable after-tax income
	Taxes on persons per capita, 1998 dollars
	Taxes on persons per capita, 1998 dollars

	1961
	               3.70 
	         22.80 
	 $    870.28 
	              100.00 

	1962
	               4.90 
	         30.19 
	 $    908.77 
	                95.76 

	1963
	               4.80 
	         29.58 
	 $    926.47 
	                93.93 

	1964
	               3.30 
	         20.33 
	 $ 1,010.01 
	                86.16 

	1965
	               5.80 
	         35.74 
	 $ 1,089.94 
	                79.85 

	1966
	               6.70 
	         41.28 
	 $ 1,339.27 
	                64.98 

	1967
	               4.70 
	         28.96 
	 $ 1,575.56 
	                55.24 

	1968
	               4.00 
	         24.65 
	 $ 1,756.16 
	                49.56 

	1969
	               2.00 
	         12.32 
	 $ 2,100.06 
	                41.44 

	1970
	               1.60 
	           9.86 
	 $ 2,257.06 
	                38.56 

	1971
	               2.70 
	         16.64 
	 $ 1,928.16 
	                45.14 

	1972
	               5.00 
	         30.81 
	 $ 2,029.07 
	                42.89 

	1973
	               9.30 
	         57.30 
	 $ 2,180.26 
	                39.92 

	1974
	               9.90 
	         61.00 
	 $ 2,471.29 
	                35.22 

	1975
	             10.70 
	         65.93 
	 $ 2,481.51 
	                35.07 

	1976
	               5.70 
	         35.12 
	 $ 2,804.86 
	                31.03 

	1977
	               5.10 
	         31.42 
	 $ 2,858.27 
	                30.45 

	1978
	               7.40 
	         45.60 
	 $ 2,804.76 
	                31.03 

	1979
	               9.00 
	         55.45 
	 $ 2,994.36 
	                29.06 

	1980
	               9.80 
	         60.38 
	 $ 3,241.73 
	                26.85 

	1981
	             15.49 
	         95.47 
	 $ 3,796.76 
	                22.92 

	1982
	             16.23 
	       100.00 
	 $ 3,884.88 
	                22.40 

	1983
	             13.34 
	         82.20 
	 $ 3,568.98 
	                24.38 

	1984
	             13.36 
	         82.34 
	 $ 3,435.81 
	                25.33 

	1985
	             15.39 
	         94.83 
	 $ 3,299.26 
	                26.38 

	1986
	             13.04 
	         80.35 
	 $ 3,466.66 
	                25.10 

	1987
	               8.40 
	         51.73 
	 $ 3,546.03 
	                24.54 

	1988
	             10.70 
	         65.96 
	 $ 3,592.69 
	                24.22 

	1989
	             10.00 
	         61.64 
	 $ 3,500.79 
	                24.86 

	1990
	               8.62 
	         53.11 
	 $ 4,011.30 
	                21.70 

	1991
	               9.67 
	         59.56 
	 $ 3,923.21 
	                22.18 

	1992
	             10.05 
	         61.94 
	 $ 3,842.42 
	                22.65 

	1993
	             10.23 
	         63.03 
	 $ 3,603.55 
	                24.15 

	1994
	               5.52 
	         33.99 
	 $ 3,553.64 
	                24.49 

	1995
	               5.77 
	         35.57 
	 $ 3,691.20 
	                23.58 

	1996
	               4.60 
	         28.32 
	 $ 3,858.76 
	                22.55 

	1997
	               3.97 
	         24.45 
	 $ 4,250.98 
	                20.47 

	1998
	               4.88 
	         30.06 
	 $ 5,083.15 
	                17.12 

	1999
	               4.73 
	         29.15 
	 $ 5,172.30 
	                16.83 
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� Note: the table showing average personal expenditures per Albertan 1961 to 1999 which appears in the 2-page summary on � HYPERLINK "http://www.pembina.org" ��www.pembina.org� is in error and should reflect these adjusted figures for the “% change” column.


� Cobb, Clifford, Ted Halstead and Jonathan Rowe. 1995. The Genuine Progress Indicator: Summary of Data and Methodology (San Francisco: Redefining Progress); Hamilton, C. and R. Denniss. 2000. Tracking Well-being in Australia, The Genuine Progress Indicator 2000. The Australia Institute. Number 35. December 2000.


� Survey of Household Spending in 1998 cat. # 62F0031, December 13, 1999.


� Anielski, Mark and Jonathan Rowe. 1999. The U.S. 1998 GPI (Genuine Progress Indicator) Update. Redefining Progress, San Francisco. � HYPERLINK "http://www.rprogress.org/pubs/gpi1999/gpi1999.html" ��http://www.rprogress.org/pubs/gpi1999/gpi1999.html�


� As reported by the CBC National December 12, 2000 newscast.


� Canadian Council on Social Development. 2000. “Personal Security Index 2000.”  1999, p. 15


� Canadian Council on Social Development. 2000. “Personal Security Index 2000.”  1999, p. 4


� Note: we did find discrepancies between Statistics Canada data on household savings and Alberta Treasury (Alberta Economic Accounts, 1999) data and opted for Statistics Canada given the interest in completing national GPI accounts in the future and the need to use a national standard data base).  
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Employment











•







Hours of paid work: 1,463 per worker per year







•







Unemployment rate: 5.7%







•







Underemployment rate: 3.45%







Income and Spending







(1998$ per year per Albertan)







•







Disposable income: $19,762







•







Personal consumption expenditures: $17,112







•







Taxes: $4,099







•







Household debt: $21,172







•







Savings rate: 6.8%







…and the way we lived in 1999







Where does the time go?







(hours per Albertan)







•







Paid work (per person in labour force): 1,463















•







Commuting time (minutes per day): 25.0







•







Household work: 1,032







•







Parenting and eldercare: 137







•







Free time: 2,106







•







Volunteering: 75 







Where did the money go in 1999?







(spending in 1998 dollars per Albertan and % 







increase since 1961)







•







Housing and utilities: $3,869 (+256%)







•







Food and tobacco: $2,432 (+12%)







•







Clothing: $838 (+ 9%)







•







Personal goods: $3,654 (224%)







•







Household operations: $1,482 (+ 52%)







•







Recreation and entertainment: $2,029 (+ 261%)







•







Health care: $805 (+ 137%)







•







Transportation: $3,330 (+166%)







•







Taxes: $5,172 (+ 494%)







•







Household debt servicing costs: $2,257 (+2905%)







The Household
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Employmen







t







•







Hours of paid work: 







2,821 per worker per year







•







Unemployment rate: 2.5%







•







Underemployment 







rate: 0.55%







Income and Spending







(1998$ per year per Albertan)







•







Disposable income: $9,466







•







Personal consumption expenditures: $8,747







•







Taxes: $870







•







Household debt: $5,204







•







Savings rate: 3.7%







The way we lived in 1961…







Where does the time go?







(hours per Albertan per year)







•







Paid work (per person in labour force): 2,821







•







Commuting time (minutes per day): 24.0







•







Household work: 957







•







Parenting and eldercare: 198







•







Free time: 1,829







•







Volunteering: 68 







Where did the money go in 1961?







(spending in 1998 dollars per Albertan)







•







Housing and utilities: $1,508







•







Food and tobacco: $2,173







•







Clothing: $772







•







Personal goods: $1,129







•







Household operations: $973







•







Recreation and entertainment: $562







•







Health care: $339







•







Transportation: $1,254







•







Taxes: $1,928







•







Household debt service costs: $75







The Household












