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Parkland Institute

Parkland Institute is an Alberta research network that
examines public policy issues. We are based in the
Faculty of Arts at the University of Alberta and our
research network includes members from most of
Alberta’s Academic institutions as well as other
organizations involved in public policy research.
Parkland Institute was founded in 1996 and its
mandate is to:
• conduct research on economic, social, cultural
and political issues facing Albertans and Canadians.
• publish research and provide informed comment
on current policy issues to the media and the
public.
• sponsor conferences and public forums on issues
facing Albertans.
• bring together academic and non-academic
communities.
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Introduction

T

At the time, Parkland Institute lauded the in-

hese should be good times for Albertans and for
the quality of life in the province. After all, as

creased funding, arguing that years of tackling the

government politicians never cease telling Albertans,

provincial debt had resulted in severe social and

their province is the envy of everyone else.

infrastructure deficits. But Parkland’s 2002 pre-budget
report2 into Alberta’s finances also argued “recent

Instead, Albertans find themselves left virtually
defenseless in the face of crumbling public services,
declining real wages, and mounting gas and energy
prices. Their provincial government provides little
help, off-loading costs while telling Albertans to
tighten their belts and have faith in “markets.” Above
all, the Alberta government tells them that - in the
land of plenty - funding of public services at or below
the Canadian average is “good enough.”
Things seemed to be changing a year ago. On

government fiscal policies have created an artificial
revenue crisis, the result of which has been a second
stage crisis involving renewed cuts to valued public
services, intensified labour strife, higher costs to
average Albertans, and general economic instability.”
The report went on to call for a major rethinking of
economic policy in Alberta. In particular, it called for a
return to a “more progressive taxation system, repeal
of the province’s Deficit Elimination Act, and creation
of a Revenue Stabilization Fund.”

March 19, 2002, Alberta’s Minister of Finance Patricia L.
Nelson released the government’s budget plan for
2002-03 titled “The Right Decisions for Challenging
Times.”1 After years of austerity, the budget announced modest expenditure increases in several
core areas - 7.3 percent (or $6.8 billion) in health, 4.7
percent ($4.7 billion) in education, and 5.6 percent ($2
billion) on social assistance - as well as other areas like
transportation, infrastructure, and agriculture.
On the revenue side, the budget assumed a

Sadly, the Institute’s warnings and most of its
recommendations were ignored (though the recently
announced Bill 2, Financial Statutes Amendment Act3
establishes a fiscal framework for future financial
stability which Parkland supports in principle). Within
weeks of the budget release, instability in world
markets resulted in a temporary decline in oil and gas
revenues. The government panicked. Instead of
revamping its own self-made law, the Fiscal Responsibility Act, which “compels” 75 percent of the yearly

natural gas price average of Cdn$3.00 per thousand

surplus go to debt repayment, the government once

cubic feet and an oil price of US$20 per barrel for the

more embarked on Draconian cuts. In the land of

following three fiscal years. Other significant sources

plenty, public services - and some people - again

of revenue, though viewed as declining, included

starved.

resource revenues, corporate income tax and investment income, health care insurance premiums, and a
host of other sources such as liquor markups, highway
traffic fines, and various fees. Altogether, despite the
expenditure increases, the budget also predicted a
surplus for the year of $724 million.

1

Alberta Finance, Budget 2002, The Right Decisions for Challenging
Times. http://www.finance.gov.ab.ca/business/budget/
index.html#Budget%202002%20Highlights

2

Parkland Institute, Advantaged No More: How Low Taxes Flattened
Alberta’s Future. March 18, 2002.

3

Government of Alberta, “New sustainability fund will bring
stability to Alberta’s fiscal framework,” News Release, February 24,
2003.
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The panic of spring 2002 quickly ended. Threats of

Meanwhile, Alberta is accumulating other debts in

war in Iraq, strikes in Venezuela, and the onset of an

the form of social instability, a lagging economy, and

especially harsh winter in many parts of North

human misery. Real wages for Alberta’s working

America once more drove up oil and gas prices. The

people have stagnated, tuition fees for university

result? Alberta’s coffers began again overflowing.

students have reached impossible heights, benefits

Indeed, as outlined later in this report, Parkland

for seniors have constantly been cut, allowances for

Institute predicts Alberta’s budget surplus for the

welfare recipients and their children have been frozen

fiscal year 2002-03 will be between $2.0 and $2.5

since 1993, and the number of homeless people keep

4

billion.

Parkland Institute, also predicts Albertans will

rising.
Unlike last year, this year’s Parkland Institute

likely see little benefit from this surplus. Instead, the

report broadens the scope of analysis to examine

Alberta government continues to be caught in an

briefly the overall performance of the Alberta

illusory debt trap. Alberta long ago wiped out deficits.

economy. Like last year, the report examines in detail

Within two years, what remains of the province’s net

the province’s current revenue structure and recent

debt may also be eliminated by a rising tide of

expenditures with special concentration given to the

surpluses (see below).

areas of health, education, and social services. The
report also looks both at the government’s current

With the debt all but eliminated, these should be
happy times in Alberta. Instead, Alberta’s debt has
become for the current government a fetish it cannot
escape, a demon requiring endless sacrifice, and also perhaps as the province’s centenary of 2005 approaches - a legacy project for the current premier.
The result is that real funding per capita for important

plans to resort to Public-Private Partnerships, or P3s,
to resolve a growing infrastructure crisis and, more
generally, its current practices regarding fiscal
accountability. Finally, the report makes a series of
recommendations regarding the government’s
revenue sources, spending priorities, and accounting
practices.

public programs and infrastructure in Alberta Canada’s wealthiest province - places the province
about middle of the pack compared with the other
provinces. Likewise, social allowance benefits are near
the bottom and the province’s minimum wage is the
lowest in Canada. As stated earlier, for the current
government, average - even mediocre - funding for
necessary programs and services appears to be “good
enough.”
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As this report was being written, Finance Minister Patricia Nelson
announced an expected surplus of $1.8 billion. As this report
makes clear, we believe it will be much higher.
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1. Data Sources
Unless otherwise identified, the information used in this report is calculated from Statistics Canada data
as follows. Data for Figures 1 and 2 are taken from the Canadian Economic Observer, Historical Supplement, 2002, pages 107 and 111, respectively. Data for Figures 3 and 4 is taken from Statistics Canada,
The Consumer Price Index, (percentage conversions by The Parkland Institute). Data for figure 5 is taken
from Annual Estimates of Employment, Earnings and Hours, 1991 - 2001, Table 5. Figures 6 though 10
and figure 13 are calculated from Statistics CANSIM II Canada: Alberta Provincial Government series
V207002-V207066; Population: Persons, Alberta V15; and Consumer Price Index Alberta, all items
V738721. The end date for the data in figures 6 through 10 and figure 13 falls on March 31, 2002.
Figures 11 and 12 are taken from Dean Neu, Alison Taylor, Cameron Graham, and Elizabeth Ocampo,
“Alberta: The politics of educational funding,” Our Schools Our Selves 12(1), Fall 2002, pp. 60-70. All
data used in this report is in constant dollars, figures 5 through 10 and figure 13 in constant 1992 dollars
per capita, figures 11 and 12 in constant 1986 dollars per student.

2. The Alberta Economy: the big picture
As the 2003-2004 Budget year commences, Alberta continues to boast the strongest provincial economy
in Canada. For most of the last ten years, the province has enjoyed significant growth in both Gross
Domestic Product (GDP) (see Figure 1) and job creation. Between 1992 and 2001, the Alberta economy
grew by almost half (48.7 percent). This far outstripped the rest of the Canadian economy, which similarly grew by just over a third (35.4 percent) over the same period.

figure 1
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As a result of this vigorous economic growth, Alberta has been able to maintain a high rate of job
creation. For most of the last twenty-five years, in fact, Alberta has enjoyed a lower rate of unemployment than the rest of Canada. Only in the four year period 1986-1989 was Alberta’s unemployment rate
higher than the national average (see Figure 2).
figure 2

Over the last decade, the unemployment rate in Alberta has consistently been either lowest or second
lowest among provinces. This performance is especially noteworthy because the supply of labour in the
province has also grown steadily during this period.
The supply of labour depends on two factors: the rate of population growth and the proportion of the
population that is either working or looking for work. For many years, Alberta’s strong economy has been
a magnet attracting Canadians from elsewhere in search of work. As a result, Alberta has consistently had
the highest rate of population growth among provinces, as shown in the table below for the period
between July 1, 2001 and July 1, 2002:

Population Growth (in %), Canadian Provinces, July 1, 2001 - July 1, 2002
Nfld

PEI

-0.4% 0.7%

NS

NB

Que

Ont

Man

Sask

Alta

0.2%

0.1%

0.5%

1.5%

0.2%

-0.5% 1.8%

BC
1.0%

Source: Alberta Economic Development, The Monthly Economic Observer, January 2003, p.12.
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Because migrant job seekers drive this rapid population growth, Alberta’s labour force participation
rate is also dramatically higher than the rest of Canada. This rate - which is normally about 65 percent for
the country as a whole - has been above 70 percent in Alberta for the last 20 years. During that period, no
other province has had a participation rate above 70 percent for even one year! In summary, even though
the number of Albertans working or looking for work is increasing at a very rapid rate, the number of jobs
being created by the economy is growing even faster.
There is a price to be paid for economic growth, and that price is inflation. For most of the last decade,
Alberta has had an inflation rate higher than the national average (Figure 3).

figure 3

Over the last year-and-a-half, however, monthly inflation figures in Alberta have been particularly
volatile (see Figure 4). In November and December 2001, year-over-year monthly inflation in Alberta
was actually negative. In late 2002, however, the same rate jumped to extremely high levels - 9.7 percent
in November, and 8.3 percent in December.
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figure 4

What accounts for these swings? According to Statistics Canada, much of this volatility stems from
two sources: a) rapâd swings in crude oil and natural gas prices, and b) provincial government attempts to
shelter consumers from the effects of those swings.5
Specifically, much of Alberta’s escalating inflation rate is attributable to the government’s own actions
in deregulating energy. In late 2001, a combination of high natural gas prices and the deregulation of
provincial utilities caused home heating bills to soar. In response to a consumer outcry, leading up to the
spring 2001 election, the Alberta government instituted a rebate or credit for natural gas utilities bills. The
result, when combined with a slump in oil prices to just under $20 US per barrel, was a negative inflation
rate for November 2001. In effect, the real costs of inflation were masked. When the gas credit ended in
December 2001, however, the Consumer Price Index rose. A recent Hydro Quebec study confirms
Albertans today pay the highest electricity rates in Canada. As of May 1, 2002, for example, Edmonton
residents paid the highest rates, at 11.18 cents per kilowatt hour, compared with Winnipeg residents who
paid the lowest rates at 5.89 cents per kilowatt hour. (Thus far, the response of Alberta’s Energy Minister
has been to suggest that electricity costs only “appear” to be higher.6) Combined with rising oil prices
throughout 2002, especially late in the year, the result has been a sharp increase in Alberta’s inflation rate.
5

6

10

See, for example, Statistics Canada, The Daily, January 22,
2002, p.3.
“Albertans’ electricity bills only appear highest in Canada,
minister says,” Edmonton Journal, February 21, 2003, p. B7.
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A little inflation is not entirely a bad thing. Contrast higher costs, for example, with a situation of
deflation in which the real value of assets is declining. But the costs of inflation are never equally distributed. Some individuals and sectors always suffer more than do others, and the higher the inflation the
greater the suffering. People on frozen incomes are impacted the most. For working people, however, the
costs of inflation can be offset by rising wages. Indeed, with strong GDP growth and a tight labour
market, we would expect real wages to be rising. But is this the case?
In fact, the opposite is happening. The current high level of inflation is exerting downward pressure on
the real wages of Albertans. After falling sharply in 1993, average hourly earnings in Alberta began rising
again in 1996, although they remained lower than the national average until 1998.7 Since then, the overall
pattern of real (after-inflation) earnings in Alberta has remained more-or-less stagnant, increasing by just
2.8 percent between 1991 and 2001 (see Figure 5). That is to say, the purchasing power of working
Albertans has steadily declined over the past decade - a period otherwise marked by apparent economic
growth.
figure 5

This stagnation reflects a number of factors, including the relatively low level of unionization in
Alberta, a consequence (in part) of provincial labour laws. In any event, the higher levels of inflation
experienced in recent months suggest that real wages will show little growth this year, and may even
decline.

7

Statistics Canada, Annual Estimates of Employment,
Earnings and Hours, 1991-2001.
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In summary, Alberta has had the strongest economy in Canada for nearly a decade. It is likely this
strong growth will continue. But there are also warning signs ahead. On the one hand, sharply rising oil
and gas prices, while filling the government treasury, may harm industrial growth nationally and internationally, and lead to a recession. On the other hand, high prices also encourage rapid depletion of Alberta’s resources, with harmful environmental costs. Inflationary costs associated with high oil prices and
energy deregulation also pose a threat to Alberta’s own industrial sector. Private businesses, public sector
institutions, and municipalities, will find their own costs rising. Likewise, private and public sector
workers whose real wages have stagnated will find their purchasing power eroded. Even more difficult
will likely be the situation faced by those on fixed incomes, such as seniors and social allowance recipients. Given the province’s obvious wealth, one might ask, “Who really benefits from Alberta’s rich
economy?” This question underlies much of the report that follows.

3. Alberta’s Fiscal Situation 2003
3.1 TOTAL REVENUES AND EXPENDITURES
Figure 6 (below) shows Alberta’s total revenues and expenditures for each Albertan from 1989 to 2002.
One will note that the provincial government revenues since 1995 exceeded expenditures until the last
year, 2001-02, when revenues were $5,724 per capita versus expenditures of $6,152 per capita. In our
estimation, this short-fall is not significant and has already been erased (see discussion of provincial debt
below).

figure 6
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Requiring somewhat more explanation is the large excess of revenues over expenditures for the year
2000-01. That year saw provincial revenues skyrocket to $7,788 per capita compared to expenditures of
$5,903 per capita. What explains this particular rise in revenues? The answer is not immediately apparent,
but we believe the sharp rise in revenues that fiscal year is attributable to the sale of electrical power
equipment by the government (i.e. a capital asset sale) for privatization.

3.2 PROVINCIAL DEBT
The Alberta Budget (2002) forecast a gross accumulated debt, minus cash set aside for future debt
repayment, of $5.8 billion at the end of 2002-03 and less than $5 billion by the end of 2004-05.8 By the
government’s own account, debt repayment at that time was nine years ahead of the legislated schedule.
Parkland Institute’s own analysis suggests Alberta’s surplus for the fiscal year 2002-03 will be between $2.0 and $2.5 billion, barring significant unreported spending. If correct, this would mean that
Alberta’s net debt at the beginning of the 2003-04 fiscal year will be around $4 billion - a figure in range
for it perhaps to be erased entirely in 2004-05.
How has Parkland Institute arrived at this estimation? The 2002 Alberta Budget forecast an “economic
cushion” (surplus) of $724 million.9 The 2nd Quarter Fiscal Update, released on November 20, 2002,
revised this estimate down to just $199 million.10 While the Update predicted revenues $639 million
higher than the original forecast, it also cited higher spending, primarily for disaster relief (i.e. forest fires,
flood, and drought).
Because of time lags in reporting, it is difficult to accurately monitor government spending on an
ongoing basis during the fiscal year. By contrast, revenue flows can be roughly assessed on the basis of
publicly available information. In each year’s budget, the government lists the assumptions it has made
regarding energy prices and other variables that have an impact on fiscal performance. This list also
estimates how much impact a change in each of the assumptions would have on government finances.
In the 2002 budget, for example, the government assumed a price for benchmark West Texas Intermediate crude oil of $20 US per barrel. An increase of $1 US/bbl in this price would increase government
revenues by about $108 million Canadian over the budget year. The budget also forecast a natural gas
price of $3 Canadian/mcf (per thousand cubic feet). An increase of ten cents per mcf in this price would
increase revenues by about $163 million.
The budget assumed the Canadian dollar would average about 64.3¢ US in 2002-03. A rise of 1¢ in
the exchange rate would lower provincial revenues by $132 million (the province receives its energy
revenues in US funds) but would also lower spending by $36 million, for a net negative effect on provincial finances of $96 million. Interest rates also affect both revenue and expenditures, with a drop of 1 percent from the assumed rates having a total negative impact of about $38 million on provincial coffers.11

8

9

Alberta Finance, Budget 2002, The Right Decisions for
Challenging Times. http://www.finance.gov.ab.ca/
business/budget/
index.html#Budget%202002%20Highlightsar
Alberta Finance, Budget 2002, The Right Decisions For
Challenging Times, p.40.

10

11

Alberta Finance, Budget 2002, Second Quarter Fiscal
Update, p.1.
Alberta Finance, Budget 2002, The Right Decisions For
Challenging Times, p.63.
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As usual, the government’s assumptions regarding energy prices proved to be extremely conservative.
Over the first ten months of fiscal year 2002/2003 the average spot price for West Texas Intermediate
crude averaged $28 US.12 Natural gas prices during the seven months period ending November 2002
averaged $4.10 per mcf.13 The Canadian dollar averaged 64¢ in the April-through-October period14, and
although it has since risen to around 66¢, the average rate over the fiscal year is not likely to rise much
above 65¢ US. Interest rates are unlikely to have any material effect on government fiscal performance:
short and long term rates have both moved slightly, but in opposite directions.15
If these average prices hold for the remainder of the fiscal year, it will mean an additional nearly .9
billion in oil revenues and nearly $1.8 billion from natural gas sales, in addition to the revenues already
budgeted. This means energy revenues would come in about $2.7 billion higher than forecast.16 There is
also a significant likelihood that average energy prices will continue to rise over the remainder of the
fiscal year. If so, significant additional revenues are likely. On the basis of energy royalties alone, then,
we would expect the Alberta Government to show a surplus of $2.5 billion or more, since a rising exchange rate is unlikely to cost the province more than $100 million.
Other contributors to provincial revenues - for example GDP growth - are more difficult to assess,
since there is a significant time lag in reporting these figures. But the general impression that the provincial economy is booming is reinforced by the news that urban housing starts were up almost 34 percent in
calendar year 2002.17 In turn, increased economic activity should generate significant additional revenues
from personal and corporate income tax.
In its second quarter fiscal update, Alberta Finance announced that program spending had increased
$1.13 billion over the budget forecast. Much of this amount reflected spending for drought relief, fighting
forest fires, and flood assistance18, and most of that spending should have ended by the time the update
was issued, in November 2002.
Nonetheless, allowing for additional costs (and unreported spending), it is reasonable to predict an
Alberta Government budget surplus for the fiscal year just past of between $2.0 and $2.5 billion.

12
13

14

15
16

17

18

14

U.S. Energy Information Administration web site.
Data from Alberta Energy web page, converted from
$Cdn/gigajoule to $Cdn/mcf by Parkland Institute.
Alberta Finance, Budget 2002, Second Quarter Fiscal
Update, p.10.
Ibid, p.10.
Oil and gas revenue would be substantially higher if the
Alberta government set its royalty rates at levels similar to
Alaska or Norway. See Bruce McNab, James Daniels, and
Gordon Laxer, Giving Away The Alberta Advantage: Are
Albertans Receiving Maximum Revenue From Their Oil
And Gas? (Edmonton: Parkland Institute), 1999.
Alberta Economic Development, Monthly Economic
Review, January 2003, p.12.
Alberta Finance, Budget 2002, Second Quarter Fiscal
Update, p.1.
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3.3 REVENUES
This section of the report concentrates on major events impacting recent revenues in Alberta and discusses the province’s ongoing fiscal instability.
Figure 7 details the major sources of Alberta revenues in constant 1992 dollars per capita from 1989 to
2002.
figure 7

In general, as the figure shows, Alberta’s revenues continue to rely heavily upon investment income,
including royalties and stumpage fees, followed closely (except for the year 2001 - see above) by income
taxes. Other sources of revenue include consumption taxes (e.g. alcohol, tobacco, gaming, and gasoline
and motive fuels) and property taxes that, though declining, still provide significant income (equal with
federal transfer payments) since the government first took charge of this revenue stream in 1995. (The
government in 1995 took over municipal property taxes used in school funding. Note the jump in education funding in figure 10 below.) Finally, health care premiums provide another source of steady provincial income, but one that is also a regressive form of taxation. Indeed, outside of royalty revenues, the
pattern of government revenue collection is geared towards highly regressive forms of accumulation.
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Alberta’s revenue streams remain unstable. The source of this instability is not hard to recognize: an
over-reliance upon resource royalties, compared with other provinces, vs. a similar under-reliance upon
tax revenues. Figure 8 shows total tax revenues from corporate and personal income taxes, per capita.

figure 8

Note the steady decline in overall income taxes, and for both corporations and individuals, since 1999.
This decline in taxes reflects the Alberta government’s belief that low taxes provide an “Alberta advantage,” that low taxes are necessary to attract business and keep skilled workers. Many economists would
argue the evidence for such strident claims is scant.19 What is clear, however, is that the government has
suppressed the degree to which it can utilize its fiscal capacity, or what is referred to as “tax effort.”
British Columbia’s Budget 2000 showed that, for the years 1995-1996 to 1999-2000, Alberta’s tax
effort was 82.6 percent of the national average.20 That is, overall, Alberta taxes individuals at a much
lower rate than do other provinces.

19

20

16

Sten Drugge, “The Alberta Tax Advantage: Myth and
Reality,” The Trojan Horse: Alberta and the Future of Canada
(Montreal: Black Rose Books), 1995.
BC Minister of Finance and Corporate Relations, Budget
2000, Chart G4. <http://www.fin.gov.bc.ca/archive/
budget00/reports/bgt2000_chart_g04.htm>http://
www.fin.gov.bc.ca/archive/budget00/reports/
bgt2000_chart_g04.htm
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But not everyone benefits equally from this low-tax regime. Last year, Parkland Institute used Alberta
government data to show the flat tax’s regressive impact upon middle-income earners. Recent data
provided by the government of British Columbia21 proves once again the point. Compared with their
counterparts in the other “have” provinces of British Columbia and Ontario, Albertans with taxable
incomes between $30,000 and $70,000 pay far more in taxes. For example, persons earning $50,000 in
2002 paid $3,413 in Alberta versus roughly $2,963 in both British Columbia and Ontario. This situation is
the result of the Alberta government’s shift in 2001 away from a system of progressive taxation to one
taxing everyone (over a basic personal exemption of $13,339) at the same rate.22 By contrast, the flat rate
tax disproportionately rewards individuals with high incomes. For example, Albertans earning $150,000
in 2002 paid $13,413 versus $16,553 in BC and $19,197 in Ontario. Finally, in terms of Alberta’s overall
budget, the change to a flat rate tax in 2001 has resulted in an annual drop in revenues of about $1 billion.

3.4 EXPENDITURES
This section of the report concentrates on expenditures involving the three largest government departments: health, learning, and social services.
3.4.1

Health

Figure 9 shows total health expenditures in Alberta per capita from 1989-2002.
figure 9

21

British Columbia Ministry of Finance, Budget and Fiscal
Plan - 2002/03 to 2004/05, Table A5. <http://
www.bcbudget.gov.bc.ca/BudgetAndFiscalPlan/
bgt2002_appen_a5.htm>http://
www.bcbudget.gov.bc.ca/BudgetAndFiscalPlan/
bgt2002_appen_a5.htm

22

See Greg Flanagan, “Shifting the burden,” Alberta Views,
October 2000, pp. 21-27.
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Note that, contrary to the government’s own claims made in the Mazankowski report23, per capita
health care spending in real dollars only recovered to 1993 levels in 2001; that, in short, health care
spending has not been “out of control” for most of the past decade. It is nonetheless clear, however, that
health costs have been rising, especially since 1999 when the government was at last forced through
rising public anger to inject large sums of money to address staff shortages and other problems created by
earlier cuts. Additionally, some of the rising costs of health care are related to the specific costs of patent
drugs, which may be reduced (however) by the intended implementation of a national pharmacare
program.
But note, also, the particularly escalating costs within the “Other” category. Available data from
Statistics Canada does not adequately explain this category. Our analysis suggests it includes information
technology, education and research, and administration costs. We also believe it includes the costs of
government advertising and public relations regarding health issues.
We have a particular concern that the escalating costs of health care are related to the government’s
policy of private for-profit service delivery. Besides negatively impacting on quality, private for-profit
delivery has been found in studies to be more expensive.24 Moreover, we should be concerned with the
quiet de-listing and/or removal from universal health benefits of a number of services (e.g. ambulance
coverage for extended Seniors health care) that increase the overall costs of health care. It makes little
sense for governments to claim they have kept public health care spending “in check” while they off-load
expenses to individuals who must then pay for private health services. The real “crisis of sustainability”
mentioned in the government’s own Mazankowski report of 2001 lies in moving towards private models
that increase the overall costs of health care to society, including businesses outside of the private health
care industry.

23

24

18

Alberta Government, Report of the Premier’s Advisory
Council on Health, 2001. See Parkland Institute’s report,
Reclaiming Medicare: A Response to the Mazankowski
Misdiagnosis, 2002.
See D. U. Himmelstein, S. Woolhandler, I Hellander, and S.
M. Wolfe, “Quality of care in investor-owned vs. not-forprofit HMOs,” Journal of the American Medical Association 282 (1999), pp. 159-163.
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3.4.2

Education

Figure 10 shows total education expenditures in Alberta per capita from 1989-2002. The figure appears to
suggest significant increases in education funding.

figure 10

In this case, however, the figure is deceptive. Per capita spending may mean little or a great deal
depending upon the proportion of children relative to the rest of the population. For this reason, Parkland
Institute brought to its analysis two additional data sources. The first (figure 11)25 shows per student
expenditures in Alberta. It shows that per student spending in 2002 fell just short of $4,500 and will only
be slightly above this figure in 2004. By comparison, per student funding was as high as $5,229 in 1987
and even $4,734 as recent as 1994.

25

In order to provide comparability over time, the figures for
2002-2004 include the costs of operations and maintenance that in April 2002 became the responsibility of
Alberta Infrastructure. This statistical computation was
done by Dr. Dean Neu, updating data previously published in Dean Neu, Alison Taylor, Cameron Graham, and
Elizabeth Ocampo, “Alberta: The politics of educational
funding,” Our Schools Our Selves 12(1), Fall 2002, pp. 60-70,
and contained in an unpublished document, The Dollars
and Sense of Alberta School Reforms.
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figure 11

The government’s glowing promises in Budget 2002 to reinvest in education have in the past year
proved hollow. Instead, Albertans in 2002 endured a long and difficult teachers’ strike. In the end,
teachers received a new contract but many of their key demands around classroom conditions remained
unresolved. Since then, parents and school boards have been repeatedly told by the government that there
is no additional money and that teachers’ salaries under the new contract must be met through existing
budgets. The result has been the pitting of boards, parents, and teachers against each other.
How does Alberta’s educational spending compare with other provinces? The fact is, Alberta ranks
somewhere in the middle of the pack behind Manitoba, Quebec, British Columbia, and Ontario. Being
“middle of the pack” seems to be considered good enough by the present Alberta government.
A less drastic story is told regarding post-secondary education. Figure 1226 shows that, after a dip in
per student spending in the late 1990s, Alberta today spends around $5,800 per student, about what it
spent in 1995.
At the same time, it should be kept in mind that tuition for students have risen sharply in recent years.
For students, the consequences are twofold. First, some students may be dissuaded by rising costs from
pursuing higher education. Second, those who do so may find themselves hamstrung by debt upon
graduating. Figures provided by the University of Alberta Students Association suggest the aggregate
amount of outstanding student loans was 6.2 times higher in 1999 than in 1984 and that the average
student debt in Alberta today is $18,397.27
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Ibid.
http://freezethefees.su.ualberta.ca/education/facts.htm
See also the recent report of he Canada Millennium
Scholarship Foundation, Making Ends Meet: The 20012002 Student Financial Survey, March 2003.

Alberta’s “good enough” approach to fiscal management: Alberta’s Finances 2003

The problem is not merely a personal one for students, however. Alberta’s universities seem also to be
suffering, witnessed perhaps by the results of the annual Maclean’s report on Canadian universities this
past year, where rankings for each of Alberta’s three major universities slipped between 2001 and 2002,
the University of Alberta from fifth to seventh, the University of Calgary from twelfth to fourteenth, and
(among undergraduate universities) the University of Lethbridge from eight to thirteenth.28 Ultimately, of
course, a lack of funding for higher education places limits on Alberta’s economic future, especially if the
province is to move beyond resource dependency to being a major player in the “knowledge economy.”

figure 12

28

“Special 2002 edition/Exclusive rankings,” Maclean’s,
November 2002, pp. 34 and 42.
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3.4.3

Social Services

Figure 13 (below) shows total social service expenditures in Alberta per capita from 1989-2002. It shows
that total social service spending has declined significantly in Alberta since 1993 and has been virtually
static since around 1995 at about $700 per capita. Much of this drop occurred in the mid-1990s when
stringent rules governing social allowance were implemented and many individuals eligible for work
were placed in retraining programs.
figure 13

Today, Alberta’s social allowance rates are the lowest in Canada and have not changed since 1993
when they were reduced by 20 percent. Including a cumulative inflation rate since that time of 20 percent, the real benefits of social allowance recipients is therefore 40 percent of what it was a decade ago.
Alberta’s yearly welfare income allowance in 2001 for a single parent with one child aged two
amounted to $11,619. A single parent with two children under 11 today gets $12,250 per year. A severely
handicapped individual receives $10,200 per year. By contrast, Alberta’s average total income (the
highest in Canada), after government transfers, before tax, of lone-parent families in 2001 was $38,045.30
Alberta’s low social allowance rates cannot be separated from its abysmally low minimum wage rate the lowest in Canada as shown in the table below.
Minimum Wage (per Hour), by Province, Canada 200331
Nfld

PEI

NS

NB

Que

Ont

Man

Sask

Alta

BC

6.00

6.25

6.00

6.00

7.30

6.85

6.50

6.65

5.90

6.00

Source: www.gov.mb.ca/lanour/labmgt/resbr/wages/minwage.html
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Why are minimum wage rates important? Because, in general, the higher are minimum wage rates, the
higher are other wages.31 Likewise, the lower the minimum wage rates, the lower other wages, which in
turn press down even harder against those with no wages at all. At minimum wage and even higher
salaries, employment alone does not guarantee an escape from poverty. At the same time, the circumstances of the working poor in Alberta are constantly used as a lever for lowering the circumstances of the
non-working poor.
To its credit, the Alberta government’s own MLA Committee to Review Low-Income Programs in
November 2001 made several recommendations for immediate changes to existing programs. Its recommendations included:
• an “increase to SFI shelter benefits, particularly for single adults and single parents,
and clients in high cost communities”;32
• “enhanced and more flexible financial support”;
• establishment of a Market Basket Measure (MBM) threshold;
• adjustment of income supports for those whose incomes do not meet the MBM;
• and adjustments to meet local cost differences not recognized in the MBM.
Parkland Institute recognizes some of the possible limitations to the MBM approach. (The MBM
approach is designed to provide an absolute measure of poverty as opposed to relative measures. The
critical issue is what is included or excluded in the market basket.) Nonetheless, the government Committee’s recommendations in general are welcome and we hope will be implemented by the government.
Unfortunately, in May 2002, the government accepted the Committee’s recommendations in principle,
but then denied any immediate increase in allowances due to budget concerns.33 Moreover, government
welfare policies are a mass of contradictions. On the one hand, the government encourages people to reenter the work force. On the other hand, the province’s low minimum wage, child-care costs, rising
housing and energy costs, and costs of health care premiums, keep them in poverty anyway. And, as too
often the case, it is women with children who bear the consequences.
Meanwhile, the costs of poverty are increasingly evident throughout Alberta. Food banks are a
necessary part of Alberta’s landscape today, from Lethbridge in the south to Medicine Hat in the east,
from Calgary to Edmonton, and into the far reaches of the province’s north. Likewise, each of these cities
is today dealing with a real crisis of homelessness. In Calgary alone, the number of homeless increased by
34 percent between 2000 and 2002.34
In Alberta, unfortunately, the poor constitute very much a hidden debt - one whose costs are only
likely to mount and become more evident in the years to come.

29

30

National Council of Welfare, Welfare Incomes, 2000 and
2001, Spring 2002, p. 44, Figure 1; Alberta College of Social
Workers, Fact Sheet, n.d.
Note: These are standard rates, but many provinces have
special rates. Nova Scotia’s rate is $5.55 for inexperienced
workers. Quebec’s rate of $7.30 per hour declines to $6.55
for workers who receive gratuities. Ontario’s rate is $6.40
for students and $5.95 for liquor servers. Manitoba’s rate
scheduled to increase to $6.75 on April 1. British
Columbia’s rate of $6.00 rises to $8.00 after 500 hours of
work. Not shown here: minimum wage in the Northwest
Territories is $6.50 and $7.00 beyond the NWT Highway
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32
33

34

System for adults; and $6.00 and $6.50 beyond the NWT
Highway System for youth. The minimum wage in the
Yukon is $7.20 and in Nunavut $7.00 ($6.50 for youth).
See David Card and Alan B. Krueger, Myth and Measurement: The New Economics of the Minimum Wage,
Princeton: Princeton University Press, 1995.
SFI = Support For Independence
Government of Alberta, Low-Income Review presents a
vision for the future, May 22, 2002.
City of Calgary, The 2002 Count of Homeless Persons, May
2002.
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4. Deferred debts: the case against P3s
Public-Private Partnerships are not new and come in various forms. As Salim Loxley has pointed out, “At
one extreme, the public can be fully responsible for all aspects of service delivery or infrastructure
provision, while at the other, the private sector could assume these responsibilities.”35 The current
government’s plan appears to be to have private contractors build and own facilities and then lease them
back to the government.36 Why would the government - any government - want to do this?
In general, governments look to P3s when they are facing tight budgets and want to defray costs over
a long period of time. They may also want to involve P3s in circumstances where a real competition
between venders for contracts is possible; hence, contracts in these instances would be short term,
perhaps as little as a year, with the possibility of the government opting out.
Neither of these circumstances apply in the Alberta case or the types of situations (mainly building
schools, hospitals, and roads) in which the Alberta government has suggested adopting the P3 model.
First, the Alberta government is not facing a fiscal crisis. It can afford to build outright any facility or
highway it wants, and if it needs to do so, can borrow money at a better rate than can a private contractor.
Second, the types of situations described are not ones in which a competitive model applies. There may
be competition in the initial construction phase, for example, but not afterwards. Given that normally
there will only be one school in a given service area, it is highly unlikely the government would remove
any contract with a private-owned school. Where would the students go? The same situation applies even
more strongly for hospitals. In short, there is no competitive market for the P3s the Alberta government
envisions.
Additional concerns with P3s follow from these points. Many of these concerns involve financial
costs. Extensive research shows the long-term costs of P3s are higher than if the government built
outright. Journalist Graham Thompson had it right when he recently wrote: “I have to say P3s sound like
a mortgage, with the difference being that after 20 years of making payments you don’t own the house,
the builder does.”37 In effect, the government loses equity through P3s.
But don’t P3s constitute debt? According to standard accounting rules, capital leases are considered
debt. Because of this, P3s also can impact on a province’s credit rating, as happened to Nova Scotia some
years ago when it experimented with P3s.38 Operating leases, however, do not need to be reported as debt.
In this case, P3s allow governments to pretend they are not running a debt. But that does not mean the
public does not have to pay the costs.
Finally, there is an administrative and financial problem with the concept of P3s related specifically to
schools, and that is schools and their grounds are part of the planned green space and cannot be “separated out” as a private business with the usual private property rights. There are also issues around who
pays for repairs and maintenance, community use of school space and associated fees.

35

36
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Salim Loxley, An Analysis of a Public-Private SectorPartnership: The Hamilton-Wentworth-Phillips Utilities
Management Corporation PPP, A Report Prepared for the
Canadian Union of Public Employees, 1999.
“Cabinet set to OK private funding for schools, roads, and
hospitals,” Edmonton Journal, January 21, 2003, p. A1.

37

38

Graham Thompson, “Why is Alberta playing the P3
game?,” Edmonton Journal, January 23, 2003. See also
Murray Dobbin, “Warning: The P3s are coming!,” Winnipeg
Free Press, July 21, 2002.
Janine Ecklund, “P3 plan has drawbacks,” Lethbridge
Herald, January 26, 2003.
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Beyond financial concerns, we need to reflect long and hard about the undemocratic shift in power,
authority, and accountability associated with abandoning public goods to the private market. P3s give
enormous clout to private individuals and corporations, not to mention conjuring the appearance that
government friends may be rewarded. There may also be trade implications of local authorities entering
into agreements with multinationals. In effect, P3s set the stage (through the contracts) for state-sanctioned and highly protected private monopolies. Unlike historic public utility boards (or other regulatory
boards) whose processes allowed for management and scrutiny of private monopolies, P3s afford the
public no opportunities for intervention, scrutiny, or challenges of well padded contracts of suppliers by
affected publics, business, or genuine competitors - even from the public realm. No wonder consumer
advocate Wendy Armstrong remarked, when asked by Parkland Institute to comment on P3s for this
report, that they were enough to make her want to shout from a railway bridge “no taxation (state sanctioned charges or collection of money) without representation!”
But even in terms of fiscal policy, P3s are based on short-term appearances rather than real long-term
savings. This is unacceptable in a province with the fiscal capacity to make alternative choices.
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5. Recommendations
Parkland Institute last year made several recommendations to improve the quality of life in Alberta. What
follows are Parkland Institute’s policy recommendations for 2003 based on the analysis presented here
and consultations with numerous experts in various fields.

5.1 ACCOUNTABILITY
•

Proper public accounting mechanisms for monitoring and assessing the benefits of private contracting should be put in place (as recommended also by Alberta’s Auditor General). In particular,
private companies contracted by the Alberta government must be made subject to the same
reporting procedures and policies as those guiding public agencies and departments. Additionally,
clear rules should be established (based on evidence and not ideology or preference) regarding
what can effectively and efficiently be contracted out vs. what should remain in the public sector.

•

Government information systems should be improved to track better where public money is going
and whether the money is cost-effective in meeting stated goals.

•

The Alberta Treasury and government departments should replace the current cash basis system of
accounting, involving money collected and spent during the year, with accrual accounting,
involving future expenditures and benefits. In a related manner, comparative data (by year or
jurisdiction) should be reported using per capita dollar figures adjusted for inflation as done in this
report.

5.1 EDUCATION
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•

The government should develop funding mechanisms that are more sensitive to the specific
situations of school districts (e.g., percentages of disabled or ESL students, rural-urban, or SES
differences).

•

The government should determine funding per student rather than per capita, and should aim for
funding at the highest rate per student in Canada.

•

The government should aim through the department of Learning to cap classroom sizes for K-3
students at a ratio of 17 students for one teacher and for higher grades at 25 students for one
teacher.

•

The government should immediately reduce and cap university tuitions at 2000 levels.
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5.3 ENERGY
•

The government should commission an arms-length review of the current policy of energy
deregulation. If found harmful to Alberta’s economic and social circumstances, the policy should
be reversed. In the event the policy is maintained, a predictable and adequate system of rebates
should be put in place to assist individuals, families, municipalities, and others unable to cope
financially with the costs of deregulation.

5.4 FISCAL AND ECONOMIC POLICY
•

The flat rate tax system adopted in 2001 should be dropped in favour of a return to a progressive
rate structure on taxable income, while maintaining the current level of basic and spousal exemptions adopted in 2001.

•

The government should eliminate its Deficit Elimination Act as it is only a decorative fig leaf for
an ideological refusal to act on its social responsibilities. The DEA should be replaced by five year
averaging to ensure no net debt additions over a five-year period.

•

The government should proceed with its stated intention to stabilize Alberta’s finances, as outlined
in the Financial Statutes Amendment Act, but should seek wide spread public consultation prior to
enactment.

•

The government should strike an all-party committee to examine Alberta’s current royalty rates on
gas and oil to determine whether Albertans are receiving a fair price for their non-renewable
resource in comparison with other similar jurisdictions.39 Furthermore, an annual report should be
presented to the legislature on Alberta’s royalty rates.

5.5 GENERAL POLICY
•

The government should commission an arms-length review and synthesis of existing research on
P3s. Until such time as such a review has been conducted and concerns surrounding P3s have
been addressed, and they have proven cost-effective and certain to do no harm, construction of P3s
should be put on hold.

39

Bruce McNab, James Daniels, and Gordon Laxer, Giving
Away The Alberta Advantage: Are Albertans Receiving
Maximum Revenue From Their Oil And Gas? (Edmonton:
Parkland Institute), 1999.
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5.6 HEALTH
•

Health care premiums represent a further form of privatization and should be eliminated entirely,
with health care funded solely out of general government revenues.

•

The system of electing members to regional health boards should be restored to ensure public
input, government accountability, and democratic practice.

5.7 LABOUR AND CONTINUING EDUCATION
•

The province’s standard minimum wage should be raised to $7.30 per hour, equal with Quebec as
the highest in Canada.

•

In conjunction with the federal government and its departments and universities and colleges, the
province should become more actively involved in continuing education with an eye to anticipating and meeting future social needs and labour force shortages.

5.8 SOCIAL WELFARE
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•

SFI rates should be returned to 1993 levels of benefit, and all low-income programs adjusted
according to the accumulative cost of living since that time.

•

The government should ensure that subsequent SFI and Assured Income for the Severely Handicapped (AISH) rates are tied to the annual increase in the Consumer Price Index (CPI).

•

Flexibility should be ensured to meet local and regional cost differences, and to otherwise deal
with unforeseen, emergency needs. In particular, shelter rates should be raised in all low-income
programs to market levels, recognizing high-cost, high growth communities with extraordinary
housing costs.

•

The government should furthermore return to an activist approach to building social housing for
those in need.

•

The government should implement some of the recommendations coming out of its own Committee to Review Low-Income Programs. Specifically, the government should reconsider work
requirements for SFI recipients with children below school age and should provide adequate
supplements to cover childcare costs, and other costs associated with employment (transportation,
clothing, etc.).

•

The government should attempt to develop an MBM that is truly adequate and comprehensive,
including child care and extended health care costs, and adjustment of income supports for those
whose incomes do not meet that threshold.

Alberta’s “good enough” approach to fiscal management: Alberta’s Finances 2003

Conclusion
What kind of society do we want? Beyond issues of finance and - even more narrowly - the “debt,” this is
the big question underlying all budgets. Alberta remains a remarkably fortunate province. Within the next
two years, Alberta may become one of the few jurisdictions anywhere to be entirely debt free. Huge
surpluses will thereafter continue to accumulate. Yet, the opportunity to build a diverse, sustainable, highwage, progressive, and “civil” society, with public services second to none, continues to be squandered in
favour of relying on market forces alone and otherwise doing things “on the cheap.”
The results are increasingly plain to see. The government’s ideological refusal to plan and adequately
fund services has meant shortages of doctors, nurses, teachers, and other occupations and professions
whose skills the economy will need in future. Key elements of Alberta’s physical, social, and economic
infrastructure also have been left to deteriorate, not to mention the natural environment itself. Finally, but
not least, years of cutbacks have also taken their toll on Alberta’s children, families, and communities.
Albertans have a choice to make. Like parents everywhere, they can be happy with their province
remaining an “under-achieving” student bringing home a “C” on his or her report card. Or they can
demand the province live up to its potential and bring home an “A.” Sometimes, “good enough” just isn’t
good enough - and that time is now.
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