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About the 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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Executive Summary
The April 2005 Alberta budget will be the first since the province
declared the debt eliminated. It’s time for a bold vision, and this budget
should lay the fiscal foundations for realizing that vision. The 2005
Throne Speech promises that All Albertans will share in the Alberta
Advantage. To ensure this, we must collectively commit to building a
socially sustainable and equitable economy.
In this document, we touch on some fiscal highlights to demonstrate that
there are no economic obstacles to realizing such a vision. While we
applaud some of the initiatives promised in the Throne speech, such as
the promised increases to minimum wage, AISH, and funding for post
secondary education, we show that these steps barely make up for many
years of cuts and erosion by inflation. These are just quick fixes:
minimum one-time increases that do not address the long-term problems
and inequities in the province.
Alberta has experienced very strong growth, providing an excellent
opportunity to lead the country in sustainability and equity. However, the
benefits are not being shared equally. Poverty indicators such as food
bank usage and homelessness have continued their upward trends,
increasing by over 11% over the past year. To reverse this polarization, the
budget will need to be based on a comprehensive long-term plan that
includes deeper investments in key areas.

Revenues
On the revenue side, there has been a continued shift away from reliable
funds and a progressive taxation system toward reliance on regressive
taxes such as gambling and consumption taxes, as well as health
premiums. Unnecessarily low royalty rates and the lack of savings in the
Heritage Fund also indicate a lack of concern for the future.

Expenditures
On the expenditure side we discuss spending trends in education, health
and social programs.

Education
For the K to 12 education system there has yet to be any significant
funding allocated for implementation of the Learning Commission’s
recommendations beyond class size. This applies to areas such as
3
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kindergarten, junior kindergarten, libraries and technology. For post
secondary education, we assess the recently announced one-year funded
tuition freeze and new endowment against prior funding cuts and the
needs of the system. We find the new funding initiatives to be inadequate.
While these provide additional grant and loan support for students
struggling under debt loads, and funds for new research initiatives, what
is really needed is new core funding for the institutions themselves.

Health Care
In health care we identify that spending is not rising out of control but is
steady in proportion to GDP. However, the area where costs are rising
most is in the category with the most private sector involvement. In spite
of this, the government continues to focus on privatization at the expense
of cost effectiveness, knowing that it is cheaper to deliver the same
services in the public sector. Another area deserving of more attention is
the social determinants of health. The government needs to recognize
the integration of all programs and the importance of poverty and
inequality to health care.

Social Assistance
Social assistance rates fall far short of the poverty line. This is another
area that has yet to recover from the cuts of the 90s. In addition, the rates
have been eroded significantly by inflation. Between 1993 and 2004
inflation totalled 27%. AISH rates, on the other hand, increased by only
four percent and benefits for families received only a one-time increase of
$20. In Alberta, supports received by a single employable person and a
person with a disability are among the lowest in the country, and those for
a single parent with one child are the lowest.

Wages and Working Conditions
The provincial government recently made a commitment to increase the
minimum wage from the lowest minimum wage in the country at $5.90
per hour to close to average at $7.00 per hour. It has not yet been decided
how or when this increase will be implemented. The increase barely
compensates for inflation over the last five years, when the last increase
took place. If implemented in full, immediately, it amounts to an increase
of 17 cents an hour after inflation.
Increasing the rate every five years or so when the pressure becomes too
great is not good for business or for those working for minimum wage.
With proper policy, this kind of shock effect would not be necessary.
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A New Vision for Alberta Shifting to a Sustainable, Equitable Economy
Alberta should be leading the country in more than GDP growth and
employment. We should be setting an example by creating a
comprehensive long-term plan that ensures the highest possible quality of
life for all Albertans.
To this end we suggest a number of examples of changes the government
could make to reverse the trends toward polarization and guarantee the
highest quality of life for all, including future generations. Some
examples include:
• Reinstate a progressive tax system and eliminate health premiums, and
introduce measures to reduce revenues from gambling and
consumption taxes.
• Increase all social assistance rates to above the poverty line and index
them to inflation or peg them to the Low Income Cut Off rates.
• Raise the minimum wage to $10.00 per hour across the province and
index it to inflation.
• Introduce benefits for part time workers.
• Commit adequate funding to implement all of the Learning
Commission’s recommendations, including those for kindergarten and
junior kindergarten programs.
• Eliminate tuition fees at all Alberta universities and colleges and
increase base operating grants for universities and colleges to
compensate.
• Forgive student debt and provide interest-free loans to all Alberta postsecondary students.

Can Alberta afford these changes?
Most of the surplus is from selling off our natural capital and the bulk of
those revenues should be used to secure a future beyond fossil fuels. For
this reason, we recommend returning to a progressive tax system and
reinstating corporate taxes to prior rates to fund our recommendations.
• Returning corporate income tax rates to the 2002 rate of 15 % would
generate 855 million more - enough to cover almost the full cost of
eliminating all health care premiums.
• Paying off the debt has freed 363 million in annual servicing costsenough to cover the cost of providing free tuition to all Albertans.
• Returning to a progressive tax system just at the rates that were in place
in 2001 would make over $1 billion annually - enough to cover
providing a minimum income for all Albertans.
5
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Planning for the Future Beyond Fossil Fuels
To guarantee a future, we need to maximize the rents received from our
fossil fuels: royalty rates need to increase. The province also needs to
develop a clear strategy for both savings and investments that will build a
diverse, sustainable economy for the future.
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I. Introduction
The April 2005 Alberta budget will be the first since the province
declared the debt eliminated. It is time for a bold vision, and this budget
should lay the fiscal foundations for realizing that vision. The 2005
Alberta Throne Speech promised that “all Albertans will share in the
Alberta Advantage.” To ensure this we must collectively commit to
building a socially sustainable and equitable economy.
In this document we touch on some fiscal highlights to demonstrate that
there are no economic obstacles to realizing such a vision. While we
applaud some of the initiatives promised in the Throne Speech, such as
the promised minimum wage and AISH increases, and increased funding
for post secondary education, we show that these steps barely make up for
many years of cuts and erosion by inflation. These are just quick fixes:
minimum one-time increases that do not address the long-term problems
and inequities in the province.
Alberta leads the country in inequality and has increasing and disturbing
levels of food bank usage and homelessness. To reverse this polarization,
the budget will need to be based on a comprehensive long-term plan that
includes deeper investments in key areas.
In our last two budget reports we have focussed on poverty and inequality
as well as education. This report picks up on those themes. We take a
brief look at the revenue and expense portraits and narrow in on social
aspects of the economy including health care, education, and wages and
working conditions. We then suggest an alternate path: a different vision
that could underpin the budget. We propose some examples of possible
directions the budget could go to make real progress in those areas and
examples of revenue changes that would make our recommendations
affordable.

7
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II. The Alberta Economy
Over the past year Alberta’s economy continued its trend of expansion.
According to this year’s third quarter budget report from Alberta
Finance, in the past five years Alberta’s Gross Domestic Product (GDP)
has increased by 22% (3.5% after inflation). The province leads the
country in job growth and has the lowest unemployment rate at 4.4%.
Mean average wages are the second highest in the country at $730.85 per
week, just behind Ontario. The province also continues to lead the
country in population growth with a 1.3% increase over last year. In
contrast to the growing economy, the inflation rate declined to 1.4% for
2004 compared with the 3.4% and 4.4% experienced in 2002 and 2003.

1

Chawla, Raj Wealth Inequality by
Province, Perspectives on Labour
and Income, Statistics Canada,
Winter 2004 Vol. 16, No. 04. Canada
already rates amongst the top five
industrialized nations for child
poverty. See Barata, Pedro, Christa
Freiler, and Laurel Rothman,
Pathways to Progress: Structural
Solutions to Address Child Poverty,
Campaign 2000 Policy Perspectives, May 2004, p. 7, http://
www.campaign2000.ca/res/
dis.html.
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Hyman, Valerie Elliott, Susan
MacIsaac and Kathryn Richardson,
Hunger Count 2004, Poverty in a
Land of Plenty: Towards a HungerFree Canada, Canadian Association
of Food Banks. p.13, http://
foodbank.duoweb.ca/documents/
HC04.pdf
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Crush, Kevin, June 18, 2004,
Grande Prairie Herald-Tribune,
Grande Prairie, as reported by
Alberta Housing Coalition, http://
www.albertahousingcoalition.ca/
default.asp?Page=259&Key=219
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Calgary figures are from the
Calgary biannual count homeless
count released on July 19, 2004,
by the City of Calgary. http://
www.calgary.ca/docgallery/bu/
corporateproperties/
countofhomelesspersons_2004
_pressrelease.pdf
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This growth provides Albertans with a unique opportunity to become
national leaders in sustainability and equity; we could be taking the high
road by creating an economy where everyone benefits, including future
generations. To accomplish this will require a significant change of
direction, as at present Alberta leads the country in inequality. The
benefits of our strong growth are not being shared equitably. According
to a recent Statistics Canada study we have the highest level of wealth
inequality in the country.1 The province also leads in hours worked per
person, and has some of the highest average tuition fees in Canada.
Data gathered by Alberta’s food banks indicates a continued trend
towards food insecurity with an 11.9% increase in food bank usage since
2003.2 Homelessness figures also reveal continued growth in
homelessness and risk of homelessness across the province in
communities large and small. In Grande Prairie the number of people
sleeping on the streets has more than doubled since 1998.3 In the
province’s capital the number increased by 11% between 2003 and 2004;
in Calgary homelessness increased by 23% in the past two years.4
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Revenue and Expenditure
Due to higher than projected resource revenues, the province will be
facing another surplus budget this year. The government now
estimates the surplus will be $4.3 billion, and they announced in
November 2004 that the province’s debt had been fully financed.5
Expenses are higher than budgeted. What follows are some
observations regarding provincial revenues and expenditures that
should be analysed in light of Parkland’s call for leadership in
attaining a sustainable and equitable economy.

Revenues
In the third quarter report for 2004/2005 the government forecasts total
revenues at $28.7 billion, about $5.8 billion over the original budget
estimates. Once again the government has seriously underestimated
resource revenues. Instead of the $4.7 billion estimated in the budget, the
government now estimates these will come in at $9.6 billion. Investment
income has also played a role with higher than budgeted interest on the
Heritage Savings and Trust Fund and other endowments. Some of this
surplus will end up in the Sustainability Fund, now forecast to reach $3.5
billion at March 31, 2005 after transfers to debt retirement and the capital
account.6
The Heritage Savings Trust Fund (HSTF), on the other hand, is not
budgeted to receive any of these revenues and is expected to maintain its
book value of just over $12 billion. Though not protected from inflation
while the debt was being paid off, the inflation protection provision starts
again now that the debt has been financed.

5

Alberta Finance, 2004-05 Quarterly
Budget Report:
Third Quarter Fiscal Update
February 28, 2005, http://
www.finance.gov.ab.ca/
publications/budget/quarterly/
2004_3rdq/report.html
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The Fiscal Responsibility Act
requires non-renewable resource
revenue above $4 billion to be
transferred to the Sustainability
Fund. This transfer is now forecast
at $5.6 billion for 2004/05.

Figure 1 shows that income taxes are declining, while consumption taxes
have continued to rise and gaming and health care premiums (the two
lines at the bottom) continue to make up significant portions of revenues.
Declining tax revenues are a result of the implementation of the flat tax
and the corporate tax reduction strategy, originally introduced in the
2001 budget. The goal of the strategy is to lower the rate to eight percent.
The program of corporate tax cuts was continued this year. The general
corporate income tax rate was cut to 11.5%, down from 12.5% last year
and 15.5% in 2002. The small business rate was reduced from four
percent to three percent.

9
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FIGURE 1
Source: Statistics Canada Table 3850002: SeriesV207002-V207066 Alberta; provincial general government revenue/expenditure
Table 051-0001: Estimates of population, by age group and sex, Canada, provinces and territories; Alberta; Both sexes; All ages
(Persons) Table 3260002 Consumer Price Index (CPI), 2001 basket content Series V738721: Alberta; all-items

Revenues from gambling and consumption taxes continued to rise, both
as a portion of the total budget and in absolute terms. Gambling is
expected to come in at $1.2 billion or 4.2% while consumption taxes are
anticipated to be $2.1 billion or 7.5%. Health care premiums also
continue to make up a significant portion of revenues even after the
elimination of premiums for seniors. Premiums are expected to generate
3.5% of revenues or $898 million.
The province’s revenue picture shows a continuation of the disturbing
trends we have highlighted in previous Parkland budget reports,
including a shift from reliance on taxes to a reliance on unsustainable
unreliable revenues such as resource royalties, gambling and
consumptions taxes, and revenues from health premiums. Another
concern Parkland has raised in the past is the lack of planning for the
future, reflected in the unnecessarily low royalty rates and lack of
attention to the Heritage Savings Trust Fund. These trends exacerbate
social and wealth inequities in the province and compromise both
current and future generations. We will explore each of these in a little
further depth.
10
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Shifting Away from Progressive Taxation

Since 1999, the revenues from taxes, both corporate and personal, have
fallen in real dollars. Alberta’s general corporate income tax rate is
second lowest and the small business tax rate will be tied with New
Brunswick for the lowest among the provinces. In addition to these
changes, Alberta businesses pay no provincial capital tax, payroll tax, or
provincial sales tax, and have the lowest gasoline tax in the country.
Alberta’s success at tax cuts has gone well beyond ensuring globally
competitive rates and put the province into a situation where our
available options for revenue generation are economically unsound and
socially unsustainable. These cuts are also a key part of the polarization in
wealth distribution that is plaguing Alberta. The tax system is a critical
tool to controlling wealth distribution and equity. To reverse the wealth
gap in Alberta, the next budget will need to return to a progressive
taxation system and change directions on corporate tax rates.

Gambling and Consumption Taxes

7

Mitchell, Andrew and Richard
Shillington, Federal Tax Relief for
Low Income People, Discussion
Paper Prepared for the National
Anti-Poverty Organization,
November 2004, http://
www.napo-onap.ca/en/issues/
tax%20cuts.htm
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CBC Fifth Estate, You Bet Your Life,
http://www.cbc.ca/fifth/
main_youbetyourlife.html#today;
and Canada West Foundation,
Measuring Gambling and Problem
Gambling in Alberta, www.cwf.ca/
abcalcwf/doc.nsf/ files/
presentation4/$file/ppt4.pdf.
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Brian Beresh, an Edmonton
defence lawyer who has practiced
law in Alberta since 1976, has
noted a huge explosion in the
number of crimes in which
gambling addictions are a factor.
“In 1976 we might have seen one
person addicted to gambling a
year. We’re now seeing 20 a year
who are seriously or partially
addicted to gambling.” In Kiss,
Simon, Conference Highlights
Gambling Problems, University of
Alberta Express News, March
2002.

The second concern raised in previous Parkland budget reports is the
reliance on consumption taxes and gambling revenue - both regressive
forms of taxation. Consumption taxes are even more regressive than the
flat tax. A study by the National Anti-Poverty Organization (NAPO) found
that consumption taxes make up roughly 70% of the taxes paid by low
income tax payers (those whose incomes fall below the Low Income Cut
Off). Using their analysis, Albertans at the lowest income levels are paying
an even higher tax rate than those at the top end when consumption and
income taxes are combined.7
Revenues from gambling, another form of regressive taxation, are
expected to make up almost twice the revenue the government is
expecting from tar sands royalties. Estimates put those at risk of
becoming problem gamblers, or who are already problem gamblers, at
five percent of the population or 150,000 Albertans.8 Those Albertans are
at risk of all of the family and social problems associated with a serious
addiction, and crimes related to gambling addiction also appear to be on
the rise.9 Such a heavy reliance on gambling revenue is not only
inequitable, it is also socially unsustainable; the long-term costs of
gambling far outweigh the benefits of the short-term revenues.

11
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Health Premiums

Our third concern is the continued reliance on health premiums, which
we see as another regressive form of taxation. Though premiums have
been eliminated for seniors, they are still a significant part of the budget
at $898 million or close to four percent of revenues. With health care
spending under control and a surplus revenue position, the health care
system can be easily financed without premiums.

Lack of Planning for the Future

We need some real leadership on a strategy regarding the development of
oil and gas resources, and their role in revenue generation. Not only is
there the question of the environmental sustainability of the current pace
of and approach to resource exploitation, there are also other important
questions regarding resource royalties that need to be addressed. How
high should royalty rates be? To what extent should the province be
relying on non-renewable resources for continued program funding?
Answers... We need higher rates, continued and wiser savings, and a shift
to alternative revenues that are sustainable beyond the life of the
resources and less environmentally damaging.
We congratulate the government for creating the Sustainability Fund,
something the Parkland Institute had previously recommended to stop
the government’s increasing reliance on volatile and unpredictable
energy revenues for ongoing program spending. Unfortunately, that fund
is being used for regular spending items such as natural gas rebates and
agricultural emergencies, neither of which, unfortunately, is an
extraordinary non-budgetary expense.
However, though the province has at least made some effort to be better
protected from the volatility of energy prices, measures have not been
taken to address the concerns we have with the lack of planning for the
province in the future.
Parkland has repeatedly raised concerns about the relatively low royalty
rates on its non-renewable resources.10 Though those revenues may seem
high at $9.6 billion, this will not guarantee Alberta’s future when the fossil
fuels are gone. Indeed, if royalties were subtracted from Alberta’s revenue
total, we would be running a deficit not a surplus.
10
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McNab, Bruce, James Daniels and
Gordon Laxer Giving Away the
Alberta Advantage, Parkland
Institute, November 1999.
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Comparable levels of investment in Alaska or even Norway where rates
are 3.5 times higher show that it is possible to charge significantly higher
rates without threatening investment levels.11
Higher rents could have been used to build a future for the province. As
one example, the past 20 years have been a missed opportunity for the
Heritage Savings Trust Fund. Since 1973 the provincial government has
received over $120 billion of natural resource revenues but we have only
$12.2 billion in the HSTF. The last contribution to the HSTF was in 1986.
The fund has not been protected from erosion by inflation and
population growth. The real value continues to plummet. Worth $12
billion in 1986, the HSTF was valued at less than $7.2 billion in real 1986
dollars at the beginning of this year. The fall in value is even more
dramatic on a per capita basis. In 1986 the fund amounted to $6,613 per
Albertan. By 2004 that figure was only $2,841 - less than half what it was
eight years earlier.12
Failing to maintain the HSTF has meant income from the fund has come
to make a smaller and smaller contribution to provincial expenditures on
goods and services for Albertans. Whereas that contribution amounted to
10.8% of total revenues in 1986 (and even as much as 13.7% during the
three preceding years), today the contribution is only 3.9%.
To achieve a level of development that does not compromise the quality
of life of future generations of Albertans, these trends will need to be
reversed.
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For more information on royalty
rates in Alberta and international
comparisons, Parkland Institute’s
report, Giving Away the Alberta
Advantage: Are Albertan’s receiving
maximum revenue from our oil and
gas? by Bruce McNab, James
Daniels and Gordon Laxer.
November 1999, Edmonton,
Alberta.
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Melville L McMillan Why Alberta
Should Save More of Its Natural
Resource Revenues University of
Alberta Department of Economics,
December 2004.
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Expenditures
In the third quarter report for 2004/05, the government estimates total
spending will be $1.8 billion above the budgeted figures for a total of
$24.4 billion. The extra expenses included disaster and emergency BSE
assistance, forest fires and floods. It also included $359 million in natural
gas rebates and a $700 million infusion for health operating and capital
costs. An additional $52 million has also been allocated to reducing class
sizes in the K to 12 education system.

Education

Spending on both Kindergarten to Grade 12 and post secondary
education increased slightly in 2003/04. However, Figure 2 shows that
post-secondary education funding is still well below the levels of ten and
fifteen years ago.
Figure 2 shows that spending for the K to 12 system is on par with
spending in 1995 when the taxation authority was removed from local
school boards, shifting the revenues into general revenues. With that
change accounted for, spending has been relatively constant with the
exception of the one time cash infusion in 2003. This is in spite of the
release of the Learning Commission report recommending that annual
spending be increased.
This year post-secondary education was given a four percent budget
increase (2.6% after inflation). In addition, the government recently
announced a one year funded tuition freeze at an estimated cost of $43
million, to be followed up by a comprehensive review of the affordability
of post-secondary education in Alberta by September 2006. As part of this
review, the government committed to creating more spaces in Alberta’s
post-secondary school system - a total of 60,000 new post-secondary spaces
over the next 15 years.13 In the Throne Speech, the government
committed to the creation of a new Post-Secondary endowment of $3
billion as well as a one billion dollar expansion of the Heritage
Scholarship Fund.

13
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There are currently about 140,000
full-load equivalent postsecondary students in Alberta.
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FIGURE 2
Source: Statistics Canada Table 3850002: SeriesV207002-V207066 Alberta; provincial general government revenue/expenditure
Table 051-0001: Estimates of population, by age group and sex, Canada, provinces and territories; Alberta; Both sexes; All ages
(Persons) Table 3260002 Consumer Price Index (CPI), 2001 basket content Series V738721: Alberta; all-items

K to 12
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Figures are from the Alberta
Teachers’ Association annual
survey released February 2005.
Similar results were reported by
the School District in a report
released in January 2005. See
Edmonton Journal Article, Class
sizes still too large in public schools:
ATA survey by David Howell.
February 24, 2005, PB4.
Figures are from private
correspondence with the Alberta
Teachers’ Association.

It is not surprising that the government has not yet fulfilled any of the
goals of the Learning Commission given the lack of new operating funds.
In 2003 there was a lump sum infusion to assist school boards with the
cost pressures for operations and maintenance, but other funding
shortfalls have not been addressed. The government is on track to meet
the Commission’s class size targets, though in Edmonton 51% of classes
still have more students than the recommended average.14 However, some
jurisdictions still cannot address class sizes because of other pressing
issues. Many years of under-funding forced cuts to libraries, counselling,
special education supports and resulted in an inability to keep technology
current.
For example, there are 350 fewer librarians than 20 years ago with the
greatest drop having occurred over the last ten years. Funding for
students with special needs does not cover the basic costs of their
teacher’s aids and learning supports.15 Just a few of the Learning
Commission’s many recommendations include an additional $20 million
15
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in funding for technology; $30 million just to restore what has been cut
for libraries; $10 million to implement the policy framework on rural
issues and $7.3 million for education for First Nations and Metis.
To truly lead in learning, issues of kindergarten and junior kindergarten
will also need to be addressed. At present, the government provides only
a publicly funded half-day kindergarten. The Learning Commission
recommended the government fund full day kindergarten and half-day
junior kindergarten. The Commission recommended this be
implemented in two phases with full day junior kindergarten for children
at risk at $42 million cost and full day regular kindergarten for kids at risk
at $21 million. In phase two, half-day junior kindergarten should be
provided for all at an estimated cost of $86 million, and full day
kindergarten for all at $86 million. We are entering year three since the
Commission’s report and the government has not yet begun
implementation of phase one.
Post Secondary
While we applaud expansion of the Heritage Scholarship fund, and the
creation of the new endowment fund, these measures are missing the
target. The endowment will be used for new initiatives, and the tuition
freeze is only temporary - what is truly needed is operating funding for
the cash starved institutions that have suffered from the cuts. As can be
seen in Figure 2, the funding added to date does not bring the levels back
up to the where they were prior to the cuts in the 1990s. This period has
been characterized by a shifting of costs from government to students as
those funding cuts paralleled rising tuition fees.

FIGURE 3
Source: Statistics Canada,
University Tuition Fees, The
Daily, September 2,2004
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Tuition rates are the highest in Alberta’s history. Between 2003 and 2004
alone the rate increased by 6.5%. Since 1991, average undergraduate
tuition in Alberta has increased by over 225% per cent (see Figure 3).
During that same period government funding declined by almost 20%.
In spite of one the most generous government grant programs for
students, Alberta’s food banks report that they are serving increasing
numbers of students as tuition hikes, lack of affordable housing, low
minimum wages and lack of adequate grant programs squeeze their
limited incomes. This shows that increasing scholarships and grants has
not relieved the pressure in the system. The most effective way to do so
would be to provide the funding to the universities and colleges that they
need.
Education is a good investment. However, in spite of great fanfare on post
secondary education in the Throne Speech, we will need to see
significantly more targeted investment in order to be leaders in learning.
Thirteen European countries have no tuition and some states in the US
are cutting tuition fees. Here in Canada, most provinces now have frozen
or limited tuitions and a number of them have cut tuition, some by up to
25%.

Health

The province has taken some positive steps on health care. The
elimination of health care premiums for seniors and reinstating funding
levels are great steps. In the third quarter report, the government
anticipates spending on Health and Wellness to be up $992 million
(13.5%) for a total of $8.35 billion.
The polarization between rich and poor Albertans plays out in higher
health costs as the impacts of poverty cause higher health care needs and
increased institutionalizations. This increased polarization also increases
costs when the rich are catered to through higher costs of private care
options.
As can be seen in Figure 4, the category where costs are increasing most is
in ‘other’. This is the category with the most private sector involvement.

17
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FIGURE 4
Source: Statistics Canada Table 3850002: SeriesV207002-V207066 Alberta; provincial general government revenue/expenditure
Table 051-0001: Estimates of population, by age group and sex, Canada, provinces and territories; Alberta; Both sexes; All ages
(Persons) Table 3260002 Consumer Price Index (CPI), 2001 basket content Series V738721: Alberta; all-items
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Canadian Consumer Association
(CCA) study released in the spring
of 1999 as referenced in Keep
Medicare Public, Why Public Makes
Sense, Friends of Medicare, 2004,
http://
www.keepmedicarepublic.ca/
medicare/why.shtml

Health care is not just about spending more; it is also about spending
smarter. Studies and experience in the province and internationally have
shown that private for profit health care delivery costs more. For
example, the Health Resources Group (HRG) in Calgary charges more
than public hospitals for the same services; they charge the Workers’
Compensation Board $1,800 to perform knee surgery - the same
procedure performed in a public hospital costs only $400.16 In Alberta,
the private system has not relieved pressure on wait lists. In fact, a
Canadian Consumer Association (CCA) study found that the wait lists are
longer in areas with greater levels of private delivery. However, the
Alberta government still maintains a commitment to finding a ‘third way’
to deliver health care, one that includes a role for private delivery. We
maintain that public delivery is the only way; any path with private
delivery will not be cost effective and will not maintain equity or
universality.
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Spending Not Out of Control
In spite of the increased emphasis on private sector involvement,
healthcare spending in Alberta is not growing out of control. As can be
seen in Figure 4 health spending has shown increases in recent years.
Some of that increase was necessary to offset infrastructure needs that
accumulated in times of cuts, but per capita costs have also risen. Though
the overall increase looks dramatic, the percentage of program spending
taken by health in 2001-02 was only three percentage points higher than
it was nine years earlier and health spending as a percent of GDP in 200304 is about the same as it was ten years ago - just over five percent. In
other words, relative to the size of our economy, we are spending the
same on health care today as a decade ago.17
Social Determination of Health
Though health care costs may not be spiralling out of control, they could
be reduced and our health outcomes could be improved through
focussing on the social determinants of health. Though there has been a
small increase in preventative health care funding, the emphasis
continues to be on individual responsibility.
In 1994 the provincial and territorial governments agreed on nine
determinants of health, expanded to 12 in 1996. A recent Conference
Board report confirmed that countries with a greater focus on broad
determinants of health such as Switzerland, France, and Sweden, have
better population health status and that income is a key determinant of
health.18 The more equal a society, the healthier the population. The
report concluded that Canada should focus more on health promotion,
prevention and appropriate investments in the broad determinants of
health as strategies to control health costs over the long term.19

Social Determinants of Health
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Horne, Tammy, Public Remedies,
Not Private Payments, Parkland
Institute 2005.
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Horne, Tammy, op cit.
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Challenging Health System
Sustainability: Understanding the
Health System Performance of
Leading Countries, P.108, as quoted
in Parkland Institute 2005 report,
p.126, Public Remedies, Not Private
Payments, by Tammy Horne
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Income and social status
Social support networks
Education
Employment and working conditions
Social environment
Physical environment
Biology and generic endowment
Personal health practices and coping skills
Healthy child development
Health services
Gender
Culture
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Social Services

Social assistance expenditures are the most significant area where the
funding cuts in the early 90’s have not been reinstated. Figure 5 shows
that social assistance rates remain well below the levels in the early 90’s.
The government has shuffled recipients and funding into different
programs and added new programs such as ‘incentive payments’ for those
actively looking for work. However, rates have not kept up with inflation
and social assistance rates have been significantly eroded. Inflation from
1993 to 2004 was 27% while Assured Income for the Severely
Handicapped (AISH) rates were raised only 4% over that same period;
their purchasing power was eroded by 23%. Other benefits were no
different. Between 1993 and 2003 benefits for families increased only on
one occasion - by $20. Though the government has committed to
reviewing AISH rates, there has been no commitment to reviewing other
social assistance rates.

FIGURE 5
Source: Welfare rates: Social Development Canada, private correspondence, and conversion done with Consumer Price Index
for Alberta.

20

A Time for Vision - A S u sta i n a b l e & E q u i ta b l e E conom y

The federal government did take steps towards reducing poverty with the
increase of the child tax benefit in the late 1990’s, but the provincial
government claws this back. This impacts the working poor and those
receiving welfare benefits, putting poor families, particularly lone female
lead families, further into financial hardship.
According to the low income cut off and market basket measures, the
rates in Alberta and across Canada force recipients to live well below the
poverty line.20 In Alberta, a single employable person and a person with a
disability receive among the lowest support in the country, and a single
parent with one child receives the lowest.21 Most other provinces have
higher rates for social assistance despite having lower per capita GDP.
Though definitions of the poverty line differ, social assistance rates fall
below that line even for different definitions. The chart in Figure 6
comparing social assistance rates to the low income cut off (LICO) and
market basket measure (MBM) gives a good indication of the level of
poverty of those on assistance. Social assistance rates, especially those for
a single recipient deemed employable are well below either poverty line.

20

The Low Income Cut Off (LICO)
identifies the income level at
which an individual or family
spends a proportionately higher
amount of their income on food,
clothing and shelter compared
with similar sized households and
communities across Canada - it is
a relative definition of poverty.
The Market Basket Measures
(MBM) identifies the amount of
disposable income an individual
or family needs to purchase a
specified ‘basket of goods’ (food,
clothing, shelter etc.) to maintain a
minimum standard of living; it is
an absolute definition of poverty.
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National Council on Welfare,
Welfare Incomes 2003, National
Council of Welfare Reports,
Volume #121, Spring 2004, p. 42.
http://www.ncwcnbes.net/
htmdocument/
reportWelfareIncomes2003/
WI2003_e.pdf

FIGURE 6
Source: The LICO measures are from “Low income cut-offs (1992 base) 2003 and 2004
BEFORE-TAX As of February 2005” Statistics Canada, Ottawa; and “Understanding the 2000
Low Income Statistics based on the Market Basket Measure”, Applied Research Branch Strategic Policy: Human Resources Development Canada, Hull Quebec. May 2003.
Document SP-569-03-03E.
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Another good indicator of the level of poverty is the increasing use of
food banks. The main reason for individual and household food
insecurity in Alberta is poverty and the largest group of food bank users
(59%) is social assistance recipients.22
Holding the Minimum wage low (see below) has resulted in the
maintenance of social assistance rates at unacceptably low levels as well.
There has been a significant change in the philosophy behind welfare.
Myths of fraud and abuse of welfare have been perpetuated, and the
receipt of social assistance has been re-interpreted as a privilege rather
than a right. Social assistance rates have been reduced to levels upon
which it is impossible to live, while AISH and other recipients have been
separated into two classes: the deserving and undeserving poor. This
approach contrasts with other provinces such as Quebec that have
recently taken steps to reform their welfare system, moving away from a
‘punitive’ approach towards one focused on fighting poverty; where social
assistance is seen as program of last resort, and meant to prevent people
from living in absolute poverty.
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Hunger count 2004 op cit

The promised AISH review and rate increase will not come close to
resolving the inequities of the social assistance programs in this province.
An AISH increase will further exacerbate the differences between the
‘deserving’ and ‘undeserving’ poor. We instead would like to see the
budget move much further forward with rate increases for all classes of
poor.

Disability:
Disabled Albertans receive the second lowest government support of the ten
Canadian provinces. Approximately 32,000 people in Alberta receive Assured
Income for the Severely Handicapped (AISH); those who are classified as severely
disabled. This number increases by approximately 6% per year. The maximum
benefit amount is $850 / month which amounts to $10,200 / year. Benefits have
increased by a mere 4.9% since 1993 (by $40 / month in 1999, raising the rate from
$810 to $850). AISH recipients can earn a maximum of up to $200 / month after
which additional earnings are clawed back at a rate of 75%. In 1999, AISH became
an asset-tested program. If an individual owns more than $100,000 in assets, they
are not entitled to AISH benefits. Money or property left by a parent in trust for a
disabled child is considered an asset. If the value exceeds $100,000 the child is not
eligible for AISH.
AISH recipients receive health and prescription drug benefits worth an average of
$300 a month. Coverage includes premium-free Alberta Health Care, prescription
drugs, dental and optical services, emergency ambulance transportation, and
essential diabetic supplies. However, medical benefits are stripped once a very
small income level is maintained for ten months.
Source: Alberta Disabilities Forum - AISH Recommendations 2003
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Wages and Working Conditions
Playing Catch-up with the Minimum Wage
Alberta currently has the lowest minimum wage in the country at $5.90
per hour. The provincial government has recently committed to
increasing it to $7.00 per hour, a change that will take us from the bottom
of the pack compared to the other provinces, to the middle of the pack.
The province has not decided yet whether to implement the entire
increase this year, however, or to stagger it over a longer timeline. At first
blush, this appears to be an impressive increase: $1.10 an hour - the
biggest jump in the minimum wage in more than twenty years. However,
if we look at the bigger picture, we see it is just a continuation of a longterm game of catch-up. When factoring for inflation, in real dollars, the
increase would be 17 cents per hour over what it was at the time of the
last increase five years ago. Additionally, this promised increase does not
compensate those minimum wage earners for the loss of purchasing
power over those interim years, or the debts they had to accumulate.
At currently projected inflation rates, the new minimum wage will once
again be eroded to levels below 1992 within two years, and low wage
workers will be back to where they started. If the wage is staggered and
introduced over a number of years, there will be no increase at all.
Even with the increase, Alberta’s minimum wage guarantees a life of
poverty for working families. Alarmingly, the working poor are making up
increasing numbers of food bank users (they make up 13.3% across the
country). 23 If they are able to achieve full time hours, a single parent
with two children living in Edmonton on minimum wage will earn 46% of
the Statistics Canada poverty line. A single person in Calgary or
Edmonton working full time at the minimum wage will only earn 72% of
the poverty line (see Figure 7).
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Hunger Count 2004 op cit, p. 4.
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FIGURE 7
Source: The LICO measures are from “Low income cut-offs (1992 base) 2003 and 2004 BEFORE-TAX As of February 2005” Statistics
Canada, Ottawa; and “Understanding the 2000 Low Income Statistics based on the Market Basket Measure”, Applied Research
Branch - Strategic Policy: Human Resources Development Canada, Hull Quebec. May 2003. Document SP-569-03-03E.

Repeatedly, studies have shown that increasing the minimum wage may
have no impact at all on employment levels or, if there were an impact, it
would be small.24 This is especially the case for a booming province like
Alberta. With claims of shortages of labour in the oil industry and special
privileges being awarded to import foreign workers, Alberta’s economic
problem at the moment is hardly unemployment. Alberta’s
unemployment rate of 4.6% is well below the national average of 7.2%.25
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Chapman, Jeff, Employment and
the Minimum Wage Evidence from
Recent State Labor Market Trends
Economic Policy Institute, May 11,
2004 | EPI Briefing Paper #150
http://www.epinet.org/
content.cfm/
briefingpapers_bp150
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Figures are for February 2005
from Statistics Canada Labour
Market Indicators by Province.

The government has a pattern of increasing the minimum wage every five
years or so, creating a shock effect for business and intervening years of
poverty for those wage earners (see Figure 8). A long term plan on the
minimum wage would include indexing them to inflation or planning
regular increases to minimize erosion due to inflation while allowing
predictability for businesses. The government has already introduced
such indexing for tax brackets to eliminate “bracket creep” through
erosion by inflation, proving that it can be done.
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FIGURE 8
Source: Statistics Canada: Minimum Wage Rates Across Canada, as of January 1/05, converted with Alberta Consumer Price Index.

Working Conditions
Social assistance rates and minimum wages are not the only area where
Alberta compares poorly with other provinces. Albertans log more work
hours and less holiday time than any other province but Ontario (See
Figure 9). According to the Vanier Institute, 58% of workers in Alberta do
not use all of the vacation time they are entitled to compared with a
Canadian average of 38%.26 Alberta also has one of the highest rates of
families earning two or more incomes and, probably not coincidentally,
one of the highest divorce rates.

26

Vanier Insitute, Profiling Canada’s
Families III, based on Statistics
Canada Data from 2001 to 2004.

25

Parkland Ins t i t ut e • April 2005

FIGURE 9
Source: Statistics Canada "Employment,Earnings and Hours, 2004" (72-002-XIB).

III. A new vision for Alberta Shifting to a Sustainable, Equitable Economy
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Federation of Canadian
Municipalities, quality of Life in
Canadian Communities: Incomes,
Shelter and Necessities. 2004

Alberta should be leading the country in more than GDP growth and
employment. We should be setting an example by building the highest
possible quality of life for Albertans. Improved quality of life for Alberta’s
families and communities requires the following commitments:
• Promote a fair and equitable sharing of resources.
• Enable residents to meet their basic needs.
• Develop and maintain a vibrant local community.
• Protect and enhance the natural and built environment.
• Offer opportunities for the attainment of personal goals, hopes and
aspirations.
• Support rich social interactions and the inclusion of all residents in
community life.27
The first two are key to meeting most of the other indicators and it is in
these two areas that the provincial government is most falling short.
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The benefit of an equitable society with accessible public health care,
education, daycare and green spaces is obvious.
Inequality goes well beyond the issue of fairness; it impacts on the quality
of life for all Albertans. Our communities suffer when children are living
in poverty, when families and individuals are homeless, and when people
are too busy working multiple part time jobs and still not able to make
ends meet. Higher health care costs, increased costs for treatment for the
mentally ill, higher security and policing costs, and family breakdowns are
but some of the costs of this wealth gap. The quality of life for all is
increased when this polarization is reversed - poverty alleviation is a good
investment.
The public health care debate is the clearest of the examples. It is in
everyone’s interest to have a healthy society: workers are healthy and
productive; contagious diseases are caught early and contained; and
public health care delivery is simply cheaper.
Education is also an obvious area where investment has great returns.
This covers all education and training from early childhood education to
post secondary. For example, studies show that quality child-care for preschool children helps to strengthen their academic performance, and
rates of return for investment in post secondary education are over ten
percent.28
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The Edmonton Social Planning
Council found that Headstart
programs return $& in economic
value for every one dollar spent
on the program. Fastfacts, 1995.
See also Gordon Cleveland and
Michael Krashinsky, the Benefits
and Costs of Good Childcare, for
the Centre for Urban Studies,
University of Toronto, 1998 (As
referenced in the Alberta
Federation of Labour, The Other
Competitive Advantage: The
Economic Case For Strong Social
Programs, May 2002. For post
secondary statistics and studies,
see Government of Canada, Social
Development, Rate of Return to
Education: A Distributional Analysis
Using the LifePaths Model, June
2002. http://www11.sdc.gc.ca/en/
cs/sp/hrsdc/arb/publications/
research/2002-002365/
page08.shtml

The economic benefits of social assistance are no less significant. Links
have been made between low income and increased levels of
institutionalization, health care costs, and crime. Ensuring that both
working and unemployed are able to access an adequate income to live
beyond the poverty line is cost effective and ensures safer, healthier
communities.
Given that these investments make sense economically and that Alberta
can afford them, it is time for a budget that moves forward in these areas.
To evaluate the Alberta government’s budget when it is released, it will be
necessary to ask: Does it lay the foundations for a more socially
sustainable and equitable economy? Will it provide the fiscal foundations
for a legislative agenda that improves the social economic well being of
Alberta’s families and communities?
The following series of examples shows how the government could
address both the promotion of ability to meet basic needs and a fair and
equitable sharing of resources. In the final section, we provide some
examples of how revenues could be changed to cover those costs while
making Alberta more sustainable.
27
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Public health, social equity and well-being and basic needs

A socially sustainable economy and equitable society must ensure a
comprehensive approach to public health and well being, including
addressing social economic polarization and poverty. A socially
sustainable and equitable economy also requires a commitment to high
wages, and adequate income replacements for those outside the active
labour market.
Examples of some basic steps that could be taken to achieve this vision
include:
• Eliminate all health care premiums and user fees, moving back to a
progressive tax system.
• Increase all social assistance rates to above the poverty line and either
index them to inflation or peg them to the Low Income Cut Off rates.
• Move away from a ‘punitive’ approach to social assistance and towards a
strategy of fighting poverty and recognizing the right to an income.
• Maintain a healthy population where all members of society have equal
access to a comprehensive universally accessible public health care
system.
• Through a combination of minimum wage and social assistance rate
increases and increases in affordable housing stocks, eliminate
homelessness and ensure Albertans are not spending more than 30% of
their income on housing.
• Raise the minimum wage to $10.00 per hour across the province and
index it to inflation.
• Introduce benefits for part time workers.

Education and life-long learning

If the goal is to ensure education for all and excellence in lifelong
learning from childhood through adulthood, then some examples of
directions the government could go to achieve this vision include:
• Commit adequate funding to implement all of the Learning
Commission’s recommendations, including those for kindergarten and
junior kindergarten programs.
• Eliminate tuition fees at all Alberta universities and colleges and
increase base operating grants for universities and colleges to
compensate.
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Can Alberta afford these changes?
It is easy to say that, as yet another surplus is announced, there are
adequate revenues to cover the costs of making Alberta the best place to
live and work. However, most of that surplus is from selling off our
natural capital, and the bulk of those revenues should be used to secure a
future beyond fossil fuels. The surplus is also the result of tax and
spending cuts introduced over the past ten years. For these reasons, we
recommend a series of changes on the revenue side that would make our
recommendations affordable, reduce wealth inequalities and make the
province more sustainable.
• Return to a progressive taxation system.
• Reinstate corporate taxes to rate levels that were in place prior to 2001.
The expenditure changes we are recommending are easily affordable
with changes to corporate and income taxes. Returning corporate
income tax rates to the 2002 rate of 15 % would generate at least an
additional $855 million - enough to cover almost the full cost of
eliminating all health care premiums. Paying off the debt has freed $363
million in debt servicing costs - enough to cover the cost of providing free
tuition to all Albertans. Returning to a progressive tax system just at the
rates that were in place in 2001 would make over $1 billion annually enough to cover providing a minimum income for all Albertans.29
Alberta needs to have a plan for an equitable society today that does not
compromise that of future generations. It is to this end that we
recommend that, in spite of burgeoning oil and gas revenues, a
progressive tax system be reintroduced and the corporate tax rate be
returned to higher levels. Resource royalty structures also need to be
changed such that we maximize the rents received off of our fossil fuel
resources and use those to build a future for the province. It is also
necessary that the province develop a clear strategy for both savings and
investments that will build a diverse, sustainable economy beyond fossil
fuels.
• Eliminate the Royalty Tax Credit and restructure the generic oil sands
royalty regime and other royalties to maximize rents.

29

Rough estimates on costs would
be: post secondary education
recommendations 437 million;
eliminating health care premiums
increasing social assistance rates
to the LICO levels 422 million.

Alberta’s 2004 oil and gas royalty revenues are projected to be $9.6
billion. Norway is forecast to collect at least 3.5 times more per barrel of
oil equivalent production of crude oil and natural gas than Alberta. If
those ratios hold in 2004 then Alberta’s oil and gas revenues could be
$33.6 billion or an additional $24 billion.
29
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Alberta‚s strong fiscal situation provides an extraordinary opportunity for
Alberta to lead the country in sustainability and equity. We should be
setting an example by building the highest possible quality of life for all
Albertans without compromising future generations. In this report we
have shown that there are no significant impediments to ensuring that all
Albertans do share in the Alberta advantage. We have developed a bold
long-term vision and outlined some initial steps needed to realize this
vision. To achieve this change of direction for the province, the fiscal
foundations will need to be laid in the Alberta 2005 budget.
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