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Executive Summary 
  
 Have the living standards of Canadians improved or deteriorated in recent years? An 
answer to this seemingly straightforward question is actually very difficult. This is because of the 
large number of possible indicators that could be chosen to track trends in living standards. 
This report, which represents the living standards domain of the new Canadian Index of 
Wellbeing, provides a comprehensive overview of trends in a number of indicators of living 
standards over the 1981-2008 period in Canada.  
 
Living Standards: What is Covered and Why? 
 

A given level of national income may be obtained at the cost of increased inequality or 
greater economic insecurity. It may be fuelled by poor quality job creation or fail to achieve 
basic economic outcomes, such as reducing poverty or providing basic housing to individuals 
and family. The objective of the living standards domain is to track not only the capacity of the 
Canadian economy to grow, but more importantly its capacity to transform economic growth 
into stable current and future income streams for Canadians.  

 
To decide on which indicators must be reviewed if we are to obtain a complete picture 

of living standards in Canada, we rely on a conceptual framework. The conceptual framework 
we use identifies the following aspects as key for living standards: living standards at present 
times, as captured by income levels and distribution, and the sustainability of current income 
levels, as captured by measures of wealth and the extent of economic security experienced by 
individuals (Table 1). This framework guides us in the selection of relevant indicators to be 
reviewed. Of course, to operationalize this framework in the context of the CIW, we adapt the 
choice of indicators by taking into account that some aspects may be more or less covered by 
other domains.     
 

Table 1: Dimensions of Economic Wellbeing 

Concept Present Future 

“Typical Citizen” 
Or “Representative 
Agent” 

Average Flow of Current 
Income / Consumption 

Aggregate Accumulation of 
Productive Stocks 

Heterogeneity of 
Experiences of all Citizens 

Distribution of Income - 
Inequality and Poverty 

Insecurity of Future 
Incomes 

 
 The report is divided into four major parts. Part one examines trends in average and 
median income and wealth indicators in Canada. Part two looks at the distribution of the 
income and wealth of Canadians over time, including trends in poverty. Part three discusses 
trends in income fluctuations or volatility. Part four analyzes trends in the economic security of 
Canadians, including labour market security, food security, housing security, and the security 
provided by the social safety net. 
 



 

 Based on a detailed examination of the data presented in this report, five main 
conclusions or messages have emerged related to the evolution of living standards in Canada 
over the last quarter century. These conclusions are highlighted below.  
 
Canadians are on average better off in terms of income and wealth 
 
 The first message from the data is that Canadians have on average higher income in 
2007 than in 1981. But the magnitude of the real income gains is very sensitive to both the 
choice of unit of analysis (persons versus households) and the choice of income measure (total 
or pre-tax versus after-tax income).  
 

The number of households grew over 60 per cent faster than the number of persons 
over the 1981-2007 period (51.5 per cent versus 32.7 per cent) so real income trends on a 
household basis show much less progress than on an individual basis. As the average tax rate 
also increased over the period, after-tax income measures show less growth than pre-tax 
measures. 
 

National account income measures show that between 1981 and 2007 real personal 
income per capita rose 34.8 per cent, and real personal disposable income per capita 25.9 per 
cent (and 36.5 per cent and 28.8 per cent respectively for the 1981-2008 period). In contrast, 
income estimates from household surveys (SCF/SLID), which are currently only available to 
2007, show that total real income per household increased 17.2 per cent and after-tax real 
income per household rose 15.5 per cent. Greater growth in the number of households than 
persons account for these differences. Part of the increase in real income of course reflected an 
increase in hours worked, with the average weekly hours worked per person of working age up 
2.9 per cent over the 1981-2008 period. 
 
 The average wealth of Canadians also increased substantially over the 1981-2008 period. 
National accounts balance sheet estimates show that average real net worth was up 73.3 per 
cent on a per capita basis and 51.7 per cent on a household basis. 
 
Income and wealth inequality has increased 
 
 The second message is that income growth has been unevenly shared among Canadians, 
with the rich garnering a disproportionately large portion of the gains. For economic families, 
the after-tax income of the top quintile, or fifth, of households, adjusted for family size, rose 39 
per cent between 1981 and 2007, while the increases for the other quintiles were in the 20-25 
per cent range. An even more unequal pattern was observed for total and market income. This 
led to a significant rise in the income share of the top quintile, offset by declines in the income 
shares of the other four quintiles. These developments resulted in the Gini coefficient, a 
measure of overall income inequality, increasing significantly, with most of the increase in the 
1990s. The increase in inequality was greatest for market income and least for after-tax income, 
implying that increases in both government transfers and taxes offset somewhat the rise in 
market income inequalities, at least in the 1980s.  
 



 

The rising inequality also meant that median income measures performed much worse 
than average income measures. Indeed, over the 1981-2007 period, median market income per 
household declined 4.8 per cent, while median total income saw a moderate increase of 2.9 per 
cent and after-tax income also saw a moderate increase of 4.2 per cent.   
 
 The picture of living standard trends provided by median income is inconsistent with the 
widespread impression Canadians have of a steady progression in living standards based on 
average income measures, and on persons, not households.  Median after-tax income of all 
family units only surpassed 1981 levels in 2006. Not only does it imply a decrease in living 
standards for the median Canadian between 1981 and 2005, but it also means that government 
redistribution, through transfers and taxes, did not totally offset the reduction in median 
market income per family unit until 2006. 
 
 Wealth distribution also became much more unequal between 1999 and 2005, the only 
years for which information on the distribution of wealth is available on a consistent basis. 
Indeed, median net worth per household increased only 23.2 per cent between 1999 and 2005 
compared to 29.6 per cent for average net worth per household. Median net worth for the 
bottom quintile fell 9.1 per cent, compared to a 28.5 per cent rise for the uppermost quintile. 
 
Some progress has been made in reducing poverty 
 
 The third message is that the rising inequality has meant that while the increased real 
average income has translated into some improvement in the poverty rate, these improvements 
would likely have been greater if income gains had been more evenly shared. The after-tax Low 
Income Cut-off (LICO) rate for all persons was 2.4 percentage points lower in 2007 than in 
1981 (9.2 per cent versus 11.6 per cent) after peaking at 15.2 per cent in 1996. The poverty 
gap, that is the amount of money by which the average poor family unit falls short of the 
poverty line, was the same in 2007 and in 1981 – $6,700 (2007 dollars). 
 
Overall improvement in labour market conditions 
 

The fourth message is that there has been improvement in overall labour market 
conditions, a key determinant of living standards, over the 1981-2008 period. Within the 
period, there were two sub-periods of very poor labour market conditions, namely the early 
1980s and first half of the 1990s. The unemployment rate in 2008 was 6.1 per cent, down from 
7.6 per cent in 1981. Despite the lower unemployment rate, the proportion of long-term 
unemployed, that is those who had been unemployed 52 weeks or more, was greater in 2008 
than in 1981 – 6.7 per cent versus 5.7 per cent. 

 
The most important development has been the increased employment rate, that is, the 

ratio of the employed to the working age population. This rate reached 63.6 per cent in 2008, 
up from 60.1 per cent in 1981 due to the rise in the aggregate participation rate (67.8 per cent 
versus 65.0 per cent), which itself was driven completely by the increased labour force 
participation of women. Another positive development has been the decline in the incidence of 
job loss from 8.0 per cent in 1981 to 5.4 per cent in 2006. 
  



 

Frayed social safety net provides less support for the disadvantaged 
 
 Certain key social programs for working age people now provide less income support 
to the disadvantaged than they did in the past. Welfare benefits, expressed in constant dollars, 
are significantly lower for all four types of welfare recipients in 2007 than in 1986. Employment 
insurance in 2008 was less generous, in terms of required qualification period, coverage, and 
duration of benefits, than in 1981. These developments have likely contributed to the increase 
in income inequality. 
 

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, has provided additional income to poor working families and lowered the poverty rate 
for this group somewhat. Equally, the national minimum wage in 2008 represented 42 per cent 
of the average industrial wage, up from 35 per cent in 1983. 
 
Indicators 
 
 Keeping in mind the objective of the living standards domain, the conceptual framework 
which buttresses it and the key messages that have emerged, eleven indicators were selected 
for the living standards domain of the Canadian Index of Wellbeing by the CIW Canadian 
Research and Advisory Group: 
 

• After-tax median income  

• Income distribution (ratio of top to bottom quintile) 

• Incidence of low income (LICO) 

• Persistence of low income 

• Wealth distribution 

• CSLS Economic Security Index 

• Long-term unemployment 

• Employment rate 

• CIBC Employment Quality Index 

• Housing suitability and affordability 

• Food security. 
 

Unfortunately, annual time series data are available for only nine of the eleven 
indicators. There were no consistent time series estimates for the persistence of low income 
(estimate for 2000 only) and the prevalence of food insecurity (estimate for 2003 only). Of the 
nine headline indicators for which time series estimates are available, four experienced 
increases and five deteriorations between 1988 and 2008 (Table 2). The largest improvement 
was in the incidence of long term unemployment which witnessed a 22.5 per cent decrease (1.9 
percentage points). The second largest improvement was in the incidence of low income for 
economic families (down 27.5 per cent per cent or 2.2 percentage points). There are also 
notable increases in after-tax real median family income, up 14.4 per cent, and the employment 
rate which is up 3.2 per cent (1.9 percentage points). 

 



 

The indicator that suffered the largest deterioration over the 1988-2008 period was 
wealth inequality as measured by the ratio of the top to bottom half (inequality was up 39.5 per 
cent). This was followed by the ratio of the after-tax incomes of the top to bottom quintile (up 
16.6 per cent), economic security (down 14.7 per cent), the employment quality (down 11.3 
per cent). The RBC Housing Affordability Index saw the smallest change among the indicators 
that experienced downward movement; the index was up 9.5 per cent, indicating a fall in 
housing affordability. 

 
Table 2:  Index of living standards indicators for Canada 
 

 

Year Ratio of 
top to 
bottom 
quintile 
(after 
tax) 

After tax 
median 

income of 
economic 

family 
(2007$) 

Incidence 
of  

economic 
families in 
poverty 

(%) 

Scaled 
value of 

economic 
security 

Incidence of 
long-term 
unemploy-

ment 
(%) 

Employ-
ment 
rate 
(%) 

CIBC index 
of employ-

ment 
quality 
(1994 

Q1=100) 

RBC 
housing 

affordabi-
lity index 

Wealth 
Distribution: 
Ratio of top 

half to 
bottom half 

1988 4.16 54,000 8.0 0.654 8.7 61.7 112.6 41.3 12.8 

1989 4.23 54,800 7.5 0.667 8.1 62.2 113.5 44.3 13.1 

1990 4.38 52,700 9.1 0.654 7.1 61.7 111.7 49.0 13.4 

1991 4.48 50,700 9.9 0.621 8.9 59.7 108.6 42.6 13.7 

1992 4.59 51,100 9.9 0.603 13.2 58.3 104.0 40.0 14.0 

1993 4.44 49,500 11.0 0.592 16.2 57.9 101.8 38.9 14.3 

1994 4.46 50,400 10.8 0.592 17.4 58.4 100.6 42.5 14.6 

1995 4.53 49,900 10.9 0.599 16.3 58.7 101.6 39.2 14.9 

1996 4.74 49,800 11.7 0.586 16.4 58.4 100.1 36.7 15.2 

1997 4.86 50,100 11.6 0.575 15.6 58.9 100.1 35.1 15.5 

1998 4.99 52,000 10.1 0.581 13.3 59.7 100.4 34.5 15.8 

1999 4.86 53,700 9.5 0.584 11.2 60.6 104.4 35.6 16.1 

2000 5.11 54,600 9.0 0.593 10.7 61.3 105.3 36.6 16.4 

2001 4.99 56,800 7.9 0.571 9.0 61.1 105.7 34.3 16.7 

2002 5.09 56,700 8.6 0.537 9.2 61.7 102.9 35.1 17.0 

2003 4.98 56,700 8.5 0.534 9.6 62.4 100.2 35.5 17.2 

2004 5.15 57,400 8.0 0.549 9.1 62.7 99.2 36.7 17.5 

2005 4.97 58,400 7.4 0.544 9.2 62.7 99.3 37.3 17.8 

2006 4.88 59,600 7.0 0.558 8.3 63.0 98.5 41.0 17.8 

2007 4.86 61,800 5.8 0.563 7.1 63.5 97.7 44.9 17.8 

2008 4.86 61,800 5.8 0.558 6.7 63.6 99.9 45.2 17.8 

Change, 1988-2008 
Absolute 
change 0.7 7,800 -2.2 -0.096 -1.9 1.9 -12.7 3.9 5.0 
Per cent 
change 16.6 14.4 -27.5 -14.7 -22.5 3.2 -11.3 9.5 39.5 

Note:  Data were interpolated linearly for missing data point. If data points were missing for 2008, they were assumed to be the 
same as in 2007  

 
 



 

Over the 1988-2008 period, real GDP per capita rose 33 per cent (Figure 1). In 
contrast, the composite indicator of living standards, giving equal weight to each of nine 
variables, increased only 1 per cent. And the median value of the living standards composite fell 
9 per cent. 

 
 The current recession will reduce income, raise unemployment, and increase labour 

market insecurity. Yet, the recession may also temporarily reduce income inequalities and 
falling house prices will translate into more affordable housing. Nonetheless, it is likely that the 
recession will translate into a falling composite index for the living standards domain. Indeed, in 
the wake of both the early 1990s and the 2001 slowdowns, the composite index of the living 
standards domain fell (Figure 1).      

 

 
    
 
Conclusion 
 

This report has provided a comprehensive examination of a large number of indicators 
of living standards in Canada over the last quarter century and has identified a number of these 
indicators for the new Canadian Index of Wellbeing. The bottom line is that Canada has 
become a much richer country, but the top quintile has received the lion’s share of rising 
income and wealth. 
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Figure 1: Trends in GDP per capita and composite indices of living 
standards for Canada, 1988-2008

1988=100

GDP per capita

Average overall index of  living standards

Median overall index of  living standards

Source: Statistics Canada and Centre for the Study of Living Standards



 

Looking at the nine indicators for which time series are available, one can immediately 
see that living standards of Canadians have not unambiguously improved between 1981 and 
2008. Indeed, Canadians experienced a widening of income and wealth inequalities. There have 
been poverty reductions, but the reductions were not nearly as large as the increase in wealth 
inequality. The unemployment rate is down to a record low for the 1981-2008 period, and yet 
the incidence of long-term unemployment is higher now than in 1981. Economic security 
measured by the CSLS index has also fallen, spurred by a significant decrease in economic 
security caused by the financial risk associated with illness. Since 1981, many dimensions of 
living standards in Canada have not improved, and that in spite of a 52.6 per cent surge in 
Gross Domestic Product per capita. Looking forward, the challenges for Canada’s policymakers 
are significant, but need to be tackled if Canada is to become a fairer, healthier and richer 
country. 



Based in the Faculty of Applied Health Sciences at the University of 
Waterloo, the Canadian Index of Wellbeing Network is an independent, 
non-partisan group of national and international leaders, researchers, 
organizations, and grassroots Canadians. Its mission is to report on 
wellbeing at the national level and promote a dialogue on how to 
improve it through evidence-based policies that are responsive to the 
needs and values of Canadians.

The Network’s signature product is the Canadian Index of Wellbeing 
(CIW). The CIW measures Canada’s wellbeing and tracks progress 
in eight interconnected categories. It allows us, as Canadians, to see 
if we are better off or worse off than we used to be — and why. It 
helps identify what we need to change to achieve a better outcome 
and to leave the world a better place for the generations that follow.                                                                                                                                          
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