Living Standards (Summary and Highlights)

The Living Standards Domain Report measures the level and distribution of income and
wealth, poverty rates, income volatility and disparity, and economic security, including the
security of jobs, food, housing, and the social safety net.The Living Standards Domain
measures 9 indicators.

Living Standards Model
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Trends

An examination of data covering 1981-2008 revealed the following trends regarding the
evolution of living standards in Canada:

i/ Canadians were on average better off in terms of income and wealth.

i/ But, income and wealth inequality increased.

i/ Labour productivity growth exceeded real wage growth.

i/ Little progress was made in reducing poverty.

i/ There was an overall improvement in labour market conditions.

i/ The social safety net continued to fray, providing less support for the disadvantaged.

Overall, Canada became a much richer country, but it was the top 20% that received the
lion’s share of rising income and wealth.

Report Highlights
The following are the key highlights of the report:

Not all Growth was Equal

Between 1981 and 2008 real GDP per capita grew by a total of 52.6%. Personal Income
per capita grew by only 36.5% and personal disposable income per capita grew by 28.8%.

Labour productivity increased at an average annual rate of 1.3% between 1981 and
2008, but real hourly wages grew much more slowly at an average rate of only 0.8%

per year.

i/ In 1981, profits represented 11.3% of GDP. By 2008, the share had risen to 14.5%.
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Many of us Made More Money - in Part because we Worked Longer Hours
1 Between 1981 and 2008, real pre-tax personal income per capita rose 36.5%, and
after-tax per capita income rose 28.8%.

1 Real pre-tax income per household increased 14.1% and after-tax real income per
household rose | 1.7% per cent.

Part of the increase in real income was the result of an increase in hours worked, with
the average annual hours worked per person of working age rose 2.9% over the same
period.

The proportion of workers working 50 hours or more increased 0.8 of a percentage
point, from 12.1% in 1981 to 12.9% in 2008.The biggest increase was for workers aged
55 to 64, from 10.5% in 1981 to 11.8% in 2008.

Average market, total and after-tax income per family unit, $2007,
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We were Wealthier on Average

Average real net worth in 2007 was up 73.3% on a per capita basis and 51.7% on a
household basis from 1981.

Average net worth of persons and unincorporated business, per

nre capita and family unit (thousands of $2007), 1981-2007
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Inequality Increased - the Rich Got Richer

i/ The after-tax income of the top 20% of households rose 38.7%, from 1981 to 2007
while the increases for all other income groups were between 21% and 26%.

Adjusted market, total and after-tax income, economic families,
=0 change by quintile for the total 1981-2007 period, per cent
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The Poor Stayed Poor

There was little progress in the fight on poverty.The poverty rate for all persons was
9.2% in 2007, down from | 1.6% in 1981.

i/ The poverty gap — the amount of money by which the average poor family fell short of
the poverty line — was the same in 2007 ($6,700) as it was in 1981.

Percentage of persons under the After-tax Low Income Cut-Offs
(LICOs) and estimates of the average low income gap per household
($2007), 1981-2007 10000
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Labour Market Conditions Improved - But the Proportion of Long-term
Unemployed was up and Job Quality was down
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]/ The unemployment rate was lower in 2008 (6.1%) than in 1981(7.6%) but the

proportion of long-term unemployed — those unemployed more than 52 weeks —
was higher in 2008 (6.7%) than in 1981(5.7%).

Job quality, as measured by the CIBC Job Quality Index, was on a more or less steady
downward course, falling 1 1.3% from 1988 to 2008.

The most important development was the increased employment rate, that is, the ratio
of the employed to the working age population.This rate reached 63.6% in 2008, up
from 60.1% in 1981 due to the increased participation of women in the labour force.

Participation rate and employment rate, 1981-2008, in per cent
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Key Social Programs Provided Less Support for Working-Age People

i/ Welfare benefits in real terms were significantly lower for all four types of welfare
recipients in 2007 than in 1986.

Trend in welfare income in Canada (population weighted), 1986-2007,
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1/ Employment Insurance in 2008 was less generous in terms of required qualification
period, coverage, and duration of benefits, than in 1981.

i/ These developments likely contributed to the increase in income inequality.

i/ On the other hand, the introduction of the child tax credit and the National Child
Benefits Supplement in the mid-1990s, the only major new social program established
since the 1970s, provided additional income to poor working families and lowered the
poverty rate for this group somewhat.

i/ Equally, the national minimum wage in 2008 represented 42% of the average industrial
wage, up from 35% in 1983 although all of the increase took place before 1995.

Impact of the Recession

As with all CIW domains, the Living Standards domain tracks changes over a period of time,
in this case 1981-2008. Unlike the other domains, however, the situation changed very
quickly and very dramatically in the second half of 2008 and first quarter of 2009.To report
on this, the Institute commissioned a special study examining the initial impact of the
recession on the living standards of Canadians.

The results of the special study are not reflected in this report, but will be available online at
www.ciw.ca.
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