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Abstract

This report presents estimates of the Levy Institute Measure of Ecoetiic
Being (LIMEW) for a representative sample of Canadian households in 1999 and 2005.
The resultsndicate that there was only modest growtlhe average Canadian
househol dodandover gcenbmicaesounceshe six years between 1999 and
2005.Although inequality in economic welleing increased slightly over the 199905
period, the LIMEW was more equally distributed across Canadian households than more
common income measures (such as dérincome) in both 1999 and 2005. The median
houselo | d 6 s e c ebaimynvasdower i@ Cdnada than in the United States in both
years.

*The Levy Institute Measure of Economic W&leing for Canada was developed as part

of the Levy I nsdtituiiledtsenmrreasteciacrcdl pComeari son
being, 0 directed by Edward Wol ff and Ajit Za
construction of the estimates for Canada. We are grateful to the Alfred P. Sloan

Foundation for their generous support.
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The Levy Institute Measure of Economic Well -
being: Estimates for Canada, 1999 and 2005 1

[. Introduction

This report presents estimates of the Levy Institute Measure of Economic Well
being (LIMEW) for arepresentative sample of Canadian households in 1999 and 2005.
TheLIMEW i s based on a 0 @ampmacktowebeginger resour ces
measir ement, whereby a h-bei efgretd it dostrolfoeec @ n o mi ¢ v
access to, goods and services.

In recent years, there has been an explosion of interest in the measurement of
economic and social welleing. Recognizing that standard measures likeapita GDP
provide an incomplete picture of welfare in a society, researchers have developed a
variety of alternative indexes designed to be more comprehensive in their coverage of the
factors that affect webeing. Examples include the Human Development Index (EiDI),
Canadian Index of Weleing (CIW)? the Genuine Progress Indicator (GP#nd the
Legatum Prosperity Index (LPY).

During over a decade of involvement in this area of research, the Centre for the
Study of Living Standards (CSLS) has developed its own Index of Economidoéiied
(Osberg and Sharpe, 2009a; 2009b), and has participateel construction of other
indexes including the CIW (Sharpe and Arsenault, 2009). Our participation in the
LIMEW project represents the continuation of a longstanding research program for the
CSLS.

The LIMEW, developed by the Levy Institute of Bard College, is a
comprehensive househdlelvel measure of command over resources. It consists of four
components, as shown lxhibit 1. The first component is base income, which is the sum
of wages, salaries, sadfnpbyment income, fringe benefits aimderpersonatransfers
(e.g. child supportincome from propertyq.g.dividends and rent received) is not
included.

! Alexander Murray was an economist at the Centre for the Study of Living Standards (CSLS) and is now in a PhD
program at New York University. Benjamin Evans was a research assistant at the CSLS and is currently employed at
the Bank of Canada. Elspeth HdZelan economist at the CSLS. This paper was written under the supervision of
Andrew Sharpe of the CSLS. The authors would like to thank Thomas Masterson and Ajit Zacharias of the Levy
Institute of Bard College for advice and assistance, and in partifalaarrying out the statistical matching of micro
datasets. In addition, this paper was presented at the 2010 meeting of the Canadian Economics Association in Quebec
City, May 2830, andat theWorkshop on International Comparisons in Economic ¥8ellhg among Advanced
Industrialized Countriesn December 2, 2010. The authors thank Michael Veall for useful comments.

2 See the HDI web site attp://hdr.undp.org/en

3 See the CIW web site http://www.ciw.ca/en/Home.aspx

“ See the GPI web site lattp://www.rprogress.org/index.htm

5 See the LPI web site http://www.prosperity.com
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The second component is income from wealth, including both the primary
residencemd nonrh o me assets. The annu arsingfronothemand ove
primary residence is estimated by the imputed yearly rent on the residence net of annual
mortgage pyments. Household ndrome wealth is converted from a stock to a flow
using an annuity method

Exhibit 1: Components of the LIMEW

Line No. Component
1| Household Earnings
2 | Fringe benefits
3| Money income other than earnings
4 Alimony
5 ¢Other income
6 | Base Income = sum of lines3l
7 | Annuity from norhome wealth
8 | Net imputed rent on housing
9 | Income from wealth = sum of lines-3
10| Government transfers
11| Public consumption
12| Taxes
13 Federal income tax
14 Provincial income tax
15 Payroll tax
16 Consumption tax
17 Property tax
18 | Net Government Expenditure = lines 10 + 112
19 | Household production
20 | LIMEW = lines 6+ 9 + #89

The third component is net government expenditure, which consists of three
subcomponents: government cash transfers to households, taxes paid by households, and
public consumption. Public consumption is the value of g@odl services consumed by
government on behalf of households.

The final component of the LIMEW is household productidme Value of
household production is evaluated using tinse data and a performance ind&ke
sum of the four componeritdbase icome, income from wealth, net government
expenditure, and household productios the total LIMEW.



The Levy Institute has constructed LIMEW estimates for a representative sample
of households in the United States for a number of benchmark years. The conceptual
basis of the LIMEW and findings for 1959, 1972, 1982, 1989, 2000, and 2004 are
discussed in W, Zacharias and Masterson (200%he Centre for the Study of Living
Standards (CSLS) was commissioned to produce comparable estimates for Canada, and
those estimates are presented in this report. The motivation for this project is twofold
First, the LMEW provides a comprehensive measure of economichvesiig at the
household level. This can be used to anabaté theaverage level of welbbeingandits
distributionwithin Canada, both at a point in time and over the 18335 period
Second, theomparability of the Canadian and UBJAEW estimates allows us to draw
comparisondetween Canada and the United States in terms of economibeirsd We
will also be able to compare the LIMEW to other measures of economic welfare. For
instance, the Uneid States currently has both a higher GDP per capita and higher income
per capita than Canad#oes the United States also have a higher average household
LIMEW than Canada Has the growth of the LIMEW differed from that of per
household5DP?

The remaider of this report is structured as follows. Section Il describes the
sources of the data underlying the LIMEW and outlines the process by which several
surveys were statistically matched to generate a synthetic microdata file. In Section IlI,
we describdow the components of the LIMEW were estimated based on the synthetic
microdata file. The empirical results are presented in Sectipany Section V presents
a detailed discussion of two componentacome from wealth and household production
T that exgrienced significant chamg between 1999 and 20@ection ¥ summarizes
and concludes.

lI. Data Sources and Statistical Matching

The LIMEW is a householtevel measure and most of its components are based
on microdata from surveys. The exceptiorhis public consumption component, which
is based on aggregate public expenditure data and distributed across households
according to various criterial' his section describes how the data underlying the LIMEW
were collected and prepared for u&e.in the @se of the United States, the microdata
necessary to calculate the income, wealth, and household production components of the

% The CSLS planned to produce Canadian LIMEW estimates for 1992, but the necessary data on household wealth
were not availableThere was a L§ear gap between the last wealth supplement of tinee$ of ConsumerFinances
(SCF)in 1983 and the introduction of the Survey of Financial Sec(8BS)in 1999 which leavesis without a wealth
survey within the vicinity of the early 19908&/e considered using the 1999 SFS for the wealth component in a

LIMEW for 1992 and adjusting the \akh variables by either the rates of return or the aggregate levels of the National
Balance Sheet Accounts for the household andpmofit sector. Both of these approaches were deemed inadequate as
there veresignificant changebetween 1992 and 1999 ranily in the level of household wealth but alsats

distribution.

" Ross and Murray (2010) provide psapita estimates of eight different national income measures: gross domestic
product, net domestic product, gross national product, net nationakcprgcass domestic income, net domestic

income, gross national income, and net national income. They show that the US values exceed the Canadian values for
all eight measures in peapita terms.



LIMEW are not found in ay single survey. Thusultiple datasetfiad tobe statistically
matched by households or individuals.

A. Data Sources

Exhibit 2 outlines the data sources used in the construction of the Canadian
LIMEW estimates. The microdata are drawn from Statistics Canada sufeyprimary
sources for demographic information and income variables are the 1999 and 2005
iterations of the Survey of Labour and Income Dynamics (SLID). Data on household

Exhibit 2: Construction of the LIMEW, Canada, 1999 and2005

Line No. Component Source
1| Household Earnings SLID
2 | Fringe benefits Unpublished Statistics Canada data
3 | Money income other than SLID
earnings
4 Alimony
5 0Other income
6 | Base Income = sum of lines3L
7 | Annuity from norhome wealth Statistical matching of SLID and SFS
8 | Netimputed rent on housing Statistical matching of SLID and SFS; aligne
with SNA aggregate
9 | Income from wealth = sum of lines
8-9
10 | Government transfers SLID data aligneatith SNA aggregate
11| Public consumption SNA and others; see Section Il
12 | Taxes
13 Federal income tax _ _
14 Provincial income tax SLID data aligned with SNA aggregates
15 Payroll tax SLID
16 Consumption tax Statistics Canada Inp@utput Commodity Tax
Model
17 Property tax Tax rates from SHS; home ownership from S
18 | Net Government Expenditure =
lines 11 + 1213
19 | Household production Statistical matching of SLID and GSS
20 | Household production = lind9
21 | LIMEW =lines 6 + 9 + 180
Notes:

SLID = Survey of Labour and Income Dyna®ita = System of National Accounts
SFS = Survey of Financial SecuB§S = General Social Survey
SHS = Survey of Household Spending



assets and debts are drawn from the Survey of Financial Security (SFS) for 1999 and
2005.The General Social Survey (GSS) focused on timeru$892, 1998, and 200&he
1998 and 2005 GSS will be our source for information on time spent on household
production.

B. Statistical Matching

In both yeardor whichwe are estimating the LIMEW for Canadlae SLIDis
considered the base iinecipiend databaseyhile the SFS and GSS servefdenoio
files thataugmenthe recipient fileFor each year, two matching processes must be
completed: one to match the SLID to the SFS at the household level, and one to match
the SLID to the GSS at the individual lev&ldetailed discussion of matching procedure
and the quality of statistical mateh can be found in Masterson (2010).

The variables used to align the datasets are chosemdtytic and distributional
importance. he variablesacross whichwe are most interesteth drawing average
LIMEW comparisons should be matched so camparisas are accuraté-or example
in the United States researchers are comckabout the relative welbeing of racesso
race is a key variablelf race were not carefully matched, it would be impossible to
accurately compare the difference in the avetdlyfEW of races. Variables that will be
used to distribute LIMEW components across households should be matched so that we
do not misallocate LIMEW components across households.

The SLID public use microdata file (PUMIS)actually several files: a censu
family file, an economic family file, a persdite for individuals 16 and oldegndakey
file for persons of all age®Ve mainly used thpersorfile andthekeyfile as data
sources, but the economic family file was also used for statistical matdimes
variables of interest akmded at the individual levehther than the household level, but
it is easy to generate househtddel data by aggregating across individuals within
householdsUnlike the &ID, the SFS does not collectformation on mdividuak. The
2005SFS has variables containing characterisifantireeconomidamilies such as
size, number of earners, and total income, as well as key characteristicenajahe
income recipient, namelge, sex, and education lefel.

I. Matching the SLID and the SFS

We analyzed the distribution of tvariables in the SLID and SHSicrodata files
to as®ss the potential for statistical matching. 8BS purposely oversamples affluent
families so only the weighted distributions of varied are expected tbave similar
distributionsto the SLID Householdige, number of earners, regidotal income, home
ownership status, household type, ,sage andhe education levebf the majorincome
earner vere all aligned for matching. A degation of the process for aligment of those
variables follows.

S Note that fhousehol do a nnymofissahousehoid Ny cordanimultplé ecanoneic not syno

families. The SFS is an economic fardiével survey. It was matched to the SLID economic family file, and then data
were aggregated across economic families within households.



In the 2005 SLID household size is topded at seven people, but the SFS is top
coded at fiveThus the SLID household size variable is truncated at five for the purposes
of matching with tle SFS, but is utruncated when used generate an equivalence scale
(to adjust for household sizeln a manner similar to the household size variable, the
variable on the number of earnémsa households also topcoded at different levels for
each swey. In the SLID the number of earners is-tmuled at seven, but the number of
earners is tojgoded as three in the SFBius the number of earners variable in the SLID
is truncated athreefor the purpose of matching

The publiccuse 2005 SFSsuppreses the province of the househabd)y giving
the region of thénousehold. Therefore,awxcan only match on a regional basis rather than
a provincial basisThe five regions are Quebec; Ontario; and British Columbia; the
Atlantic region, composed of theqwinces of Newfoundland and Labrador, Nova Scotia,
New Brunswick, and Prince Edward Island; and the Prairie region, composed of the
provinces of Manitoba, Saskatchewan and Alberta. Due to the lack of a provincial
variable in the 2005 SFS, the region wi#l bur primary geographic variable.

The one proxy variablefor wealth found in the SLIDs homewnership which
can be matchedith the homeownership variable in the SFS. Unfortunateding both
weighted and wweighted statistics, th8FSunderstates dmeownershigelative to the
SLID. The reason for this is unclear, but may be related to the exact wording of the
guestions or to sampling errofFhe most reliable estimate for homeownership is the
census, which in 2006 was 68.5 per agntconomic familiesThe 2005 SLID estimated
homeownership at 67.1 per cent, whereas the 2005 SFS estimated homeownership at only
61.9 per cent.

The families are matchedby family type according to thdollowing categories
unattached individual, colgs living without childrenunder 18 couplesliving with
children under 18 lone parents, and other family types. The SLID contains a more
detailed breakdown of family type; although thistailedvariable does not exist in the
SFS it is possible to costructit using other variables containing information about the
composition of the economic familyhese family typearebroken down into subtypes
Unattached individualsnay be male or femaleglderly or norelderly. A couplecan be
elderly or noreldely; it is classified as elderly the major income earner is §Bars of
age or older, and neglderly otherwiseElderly couples arelassifiedeitheraswithout
childrenor other relativeat homeor as part of théother familie® category.

Since theSLID does not classify one individual within a family as the head or the
major income earner in the economic family [filge needed to use the perdewel
microdata file to identify the major inconearner inorder to match the SLID with the
SFS. This wa done by arranging the data by economic famili¢ishin each family we

While it is still possible to analyze the difference in LIMEW between provinces in the same region, the differences
may be understated do to a misatching of wealth. For examplgince we will match on a regional rather than
provincial basisit is poséble thatthe income file of an Albertan family will be matched with the wealth file of a
Manitoban family. If Alberta and Manitoba have a different distribution of wealth with respect to income and other
matching variables, then the comparison may unalersgihe differences in economic wh#ing.
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found the individual with the greatest earnings, and in the case oifva tiesignatethe
male as the head

The characteristics afex, age and educati@f the major income earnavere
checked for similar distributions in the SLID and SH®e education othe headof-
householdvariable in the SFS is not as detailedtss one thatan be constructed using
individual and familylevel SLID data. Only four cag@ries are givenless thanhigh
school, ahigh school diplomanonuniversitypostsecondary certificate, and a university
degree or certificate. Thuthe education categories in the SLID have to be aligned with
those found in the SFS. Wheve reduced th number ofeducation categories in the
SLID they were found tbiave a similar distribution to those in the SFS.

ii . Matching the SLID and the GSS

The GSShas been used for its time use variabldsee GSSonly collectsdetailed
informationabout time usé€for one particular day) fathe individualsurveyrespondent
rather tharfor the time use patterref the entirehousehold or familyThus, he GSSs
matchel to the persotevel SLID file. The matcled variablescan then be aggregated to
the householdelvel As a practical matterthis means that individuals from different
householdsare statistically matched to be in the s&hdD household, albeit households
with similar characteristics.

The persorlevel SLID and the GSSare matched accordm to indvidual
characteristic§ educatioal attainment, total individual income, and ages well as
some norindividual characteristicgshat are also available in the GS8¢ls asfamily
type region of residengand total household income.

To facilitate matching the distribution ofthe variables in the 2005 & was
compared with the persdavel file from the 20055LID. Total income of the respondent,
total income of the household, age, sex, and marital status of the respondent, region,
household size,dme ownership, and education level and main activity of the respondent
were all found to have similar distributionsing persotlevel weighting

C. Summary

The process for constrilet) the ynthetic microdata file can be summarized as
follows. The econmic family SLID file is augmented by the perstavel characteristics
of f a mi majoeiscdmeearnes, drawn from the SLID key file and person filEhis
augmengédeconomictamily file is then matched with the SFHE®, giving familieswealth
characteriscs. These are converted to househladel characteristics by aggregating
across economic families within households.

The persorevel SLID file is matched to the GSS file, giving thosggons time
use characteristic.hese characteristics atteen converted to household characteristics
by aggregating across individuals within SLID househdltsnbining the two synthetic
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householdevel files yieldsone synthetic microdata fil®ef householdsvith variables on
income, wealth, and time use.

A final note: the 1999 SFS does not contain the gender decompositions of the head
of the household, which is unfortunddecause it reducesir analytic ability to measure
distinctions between the economic wiedling of men and womefhis is becausi the
processof statistically matching the 1999 SLID and SFS datasetsmay attribute the
wealth of maleheaded SFS familie® femaleheaded SLID familiesand viceversa.

(This is not an issue for 2005, since the 2005 SFS does indicate the sex of the major
income eamer.) Of course we will still be matching for other characteristics including
income and home value, but considering the importance of gender difference
command over economic resourcésshould be kept in mind thaiur estimatesnay
understate them.

lll. Estimating the LIMEW and Its Components

This section provides a detailed description of the process by which the
components of the LIMEW are estimated using the synthetic microdata files and data
from other sources.

A. Base Income

In the construction of the LIMEW, the first element is base income, definge as
sum of earnings interpersonal transfers, amakind compensation from woykvhich
includesemployer contribution$or health insurance. Earningsd alimonyare found in
the SLID. However, inkind compensation, or fringe benefitsre not included irthe
SLID. The 1999 and 2005 SLID guestionnail@es ask itsespondents if their employer
offered them supplementary medical insurance, dental insurance, or life/disability
insurance. However, these data are not included in thicpuge microdata files. Sharpe
et al. (2008) used special request data from Statistics Canada on the value of
suppl ementary | abour i ncome in the form
sickness insurance plans, group term life insurance plans, administrative service contracts
(norrinsurance benefits (e.g. for health) that are paid by employers and administered by
insurance companies), premiums to provincial health plans in Alberta and British
Columbia, and nowprofit health plans. These tt¢éd $13,147 million in 1999 and
$20,9% million in 2005 (in current dollars) We will use this data for the aggregate
amount of supplementary income.

We attribute benefits to persons based on the sizeewfwiorkplace and whether
they are covered by a collective agreement. d@iobability of receiving fringe benefits is
estimated by workplace size and collective agreement coverage status batsed on
Workplace and Employee SurveBenefits are then assigheéo SLID workers on the
basis of these probabilitieEach worker assigned benefresceives the same value of
benefits, and noworkers andhose not assigned benefieceivezero benefits

of
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B. Government Transfers

Cash transfers from the government, such as Social Assistance, Old Age Security,
Canada Pension Plan benefits, and Employment Insurance besrefitdentified in the
SLID. However, we do not use these numbers directly. We obtain the aggregate value of
government transfers to persons from CANSIM and allocate them across SLID
individuals according to their shares of total transfer income as reported in the SLID.
This ensures that the value of government transfers in our estimates is equal to the total
from the national accounts.

Canada has no significant noash transfer programs like the Supplemental
Nutrition Assistance Program (food stamps program) in the United Skitesver a
large portion of government health expenditure censidered part of mecash
governmentransfers in order to be comparable to the U.S. LIMEW.

Given the dramatically different structigeof the Canadian and American
healthcare systemthe distributionakffects of the Canadian national healthcare system
are ofgreatinterest. However, measuring the distributional effect of Medicare is difficult.
Work has been done to estimate the distribution of government spending on healthcare
(Gillespie, 1980; Manga, 1978Nevertheless, one wellocumented healthcare cost
pattern is theoncentration of expenditures during Hite and endof-life care.

Health Canada2001) shows the distribution of government expenditure on
healthcareby several expenditure categories andage andsex. The report divides
healthcare expenditure inteevencategories: hospitals, other institutions, physicians,
other professionals (mainly dentists), drulgsme care services, and other expenditures.
We used the proportions of these seven categories inR2@@@&llocated and distribute
health care expalitures in both 1999 and 2005.

Expendituresn the categories of other institutiongyme care servicendfi ot her
e X p endare aomsidesed part of public consumption, and will be discussed in that
section. The remaining expenditure categoried hospitals, physicians, other
professionals, and drugisare combinedinto a single expenditure categoand are
considered part of necash transfers'hese expenditures are allocated across households
on the basis of the number, age and sex ofélold members, using the spending shares
by age and sex from Health Canada (2081).

C. Taxes

When constructing the LIMEW, taxes have to be subtratted base income
Income taxesnd the employee portion of payroll taxaeprovidedin bothyears ¢ the

9 For example, Health Canada (2001) reports that males age4i @&eived 5.3 per cent of total public health
expenditures, while females aged®6received 5.9 per cent. A household containing three indigdualo males
aged 4554 and one female aged-3871 would receive 100*(0.053*(2/x) + 0.059*(1/y)) per cent of health
expenditures in this expenditure category, where x is the total population of males d&gledntby is the total
population of females &gl 3544.
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SLID, but property taxes and consumption taaesmore difficult to calculate Payroll
taxesin Canadaake several formssome of which areaid in partor in entirety by the
employer.We ignore thosdhat arepaid entirely by the employgisuch asworkers
compensation) Only the taxes actually paid by members of households need to be
subtracted frombaseincome These taxes consist of three componetite employee
proportion of employment insurance (Effanadian Pension Plan or Quebec Pension
Plan (CPP/QPP) (the Canadian equivalent of Social Securagyl public health
insurancgremiums. All three arfound in the 1999 and 2005 SLID.

Information on property taxes is drawn frahe Survey of HouseholdSpending
(SHS), since it is not availabie the SLID or the SESAIthough property taxes are set by
municipalities,public use microdata do not reveal the municipalities in which households
are located. Because the value of the homes is not included in the SHS, we calculated the
average propertiax rate by region in 2005 by dividintpe total amount paid in property
taxes by households (from the SHS) by the total value of properties (from the SFS) in
each region. In 1999, the SFS has a province variable so we calculated average property
tax rategshe same way, but by province instead of region.

We defineconsumption taxes as total commodity taxethdirect and indirectat
the federal and provincial levelBederal commodity taxdacludecustom import duties,
excise taxes and duties, and theods and Services Tax (GSProvincialcommodity
taxesinclude liquor taxes, profits on liquor commissions, gasolineetgamusement
taxes tobacco tags and retail sales tas

Consumption taxes are not includedany of the surveysin order to stimate
consumption tax rates we requested Statistics Canada to calculate the proportion of
income spent on consumption taxbg provinces and disposable income deciles
Statistics Canada calculated this by using the hgutput Commodity Tax Model
asso@ted with their Social Policy Simulation Database and Model (SPSD&MV)
microsimulation model used for policy analysis (Statistics Canada, ag00%e
commodity tax model calcuias the amount households spemdcommodity taxes by
first calculating the ffective tax rate for each tax type and then multiplying the effective
tax rate by the amount spent on the category in the database (SPSD).

As noted above, our definition of consumption taxes includes both direct and
indirect taxesDirect taxes are paiduring the final purchase of the good and services,
whereas indirect taxes are paid at some point in the production process. The commodity
tax model assumes all indirect taxes are fully passed on to the consumer.

Using these assumptions Statistics Canealculated for us the average amount
economic families spent on commodities taxes in 1999 and 2005, by disposable income
(i.e. after income tax) deciland by provinceWe then divided these amounts Ine t
average disposable incorbg deciles and provims to get the ratio of average tax spent
over averagencome. Then for each householde multiplied this ratio of average tax
spent (in their province and income decile) over average income {inptbgince and
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income decilepy householddisposable inemeto obtain the total consumption tax paid
by the household

D. Income from Wealth

The LIMEW includes two categories of income from wealth: home wealth and
nornthome wealth.Income from home wealth is the imputed annual rent on the
househol d@@sdenper netrod they annuitized value of mortgage debbme
fromnonhome wealth i s an annuity based on the
than the primary residence. (It may inclutganprimary housing, if the household owns
multiple homes.) Weutline how these values are computed, beginning withhoome
wealth.

i. Non-Home Wealth

In the LIMEW, norhome wealth, which is a stock, is converted into a flow by
calculating a lifetime annuity the annual payment that would exhaust the valueeof th
asset over the expected remaining lifetime of the asset owner. For a given asset, the
lifetime annuity depends on three factors: the current value of the asset, the number of
years over which the asset is to be wholly converted to income, and the exaeual
rate of return on the asset over that time period. We address each of these in turn.

a. Assets and Debts

Financial and noifinancialnon-homewealthis divided into fourcategorie®of
assets andnecategoryof debts The asset categories aeal estate and businesssets
liquid assets, financial assegsd pension assetleal estate and businesssets include
all real estatether tharthe primary residers; as well as business equityquid assets
includethe value of savingaccountsgchequing accounts, and term depoditg exclude
liquids assets which are partrefjistered retirement savings plaRRSP$. Financial
assets includmutual funds, other investment funds, income trusts, domestic and foreign
stocks, domestic and foreighares in companies, saving bonds and other types of bonds,
and other types of financial investmerfigancial assets that are part of RRSPs are not
included.

Pension assets are the sum of registered pension ptar®ggistered pensions
and othewspecialized retirement savings plafke latter category includé&RSPs
which are analogous to Investment Retirement Accounts (IRAS) in the United $tiates.
71 or earlier, Canadians must withdraw all funds from their RRSP, convert it to an
annuity or cavert it to a Registered Retirement Income fund (RRIF). RRIFs are also
included in pension assetsonregistered pension plans includeferred profisharing
plans, executive and fage pension plans, and annuities

There are two primary categories of registered pensions: defined benefit and
defined contribution. In defined benefit plans, employees pay in a certain amount of their
pay into the scheme and the payout they receive after retirement is based on the average
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salary of a certain number of the last years they work multiplied by the number of years
they work. It is not directly related to the amount they have paid in. Furthermore, as the
payout is not based on the returns to investment, the employer beagsrislk thn

defined contribution plans, the payouts in retirement are based on the value of payments
and interest the payments have accrued. Thus the employee bears the risk. Because
defined contribution plans have worth that can be exchanged in the nilaeledye

fungible or marketable wealth. Defined benefit plans do not have the same quality and
are thus excluded from the LIMEW definition of wealth. This may understate the level of
economic welbeing of Canadians relative to Americans. As of Janua29d6, only

15.7 per cent o€anadians with employer pensions were covered by defined contribution
plans(Statistics Canada, 2007This is contrasted with the United States, where defined
contribution plans are the norhis not possibléo identify which houseblds have

defined benefit planand which have defined contributions plans in the SHSorder

for our Canadian LIMEW estimates to be fully comparable to the US estiradiés,

LIMEW must be calculated to include the value of defined benefitpl

The debt cat e g dtmngudas all débts btieethman teemortgage 0
on the primary residence.

The values of all assets and debts are taken directly from the SFS.
b. Number of Years

The annuity is computed based on the number afsythat the household is
expected to remain in existence. To estimate this, we take the maximum of the remaining
|l ife expectancies of the househol dds major i
spouse exists). The expected number of remaining yeéfs fafr an individual is
computed using Statistics Canadaods | ife tabl
expectancy estimates by age, sex, and province of residence.

c. Expected Rates of Return

The final factor needed to compute an annutihe expected real annual rate of
return on the asset over the househol dds ren
return by asset category, based on historical nominal rsdes.the US LIMEW, we
base historical returns on average rates ofmetver the1960-2009 periodalthough in
some instances historical data on rates of return do not extend that far into thisipgst.
these nominal rateseal rates of return are calculategthe Fisher equation,

r= (1+r“) -
(1+p)

" The SFS uses a complex procedure to estimate the combined value of defined benefit and defined contribution plans.
The procedure is documentiedStatistics Canada (2001).



16

with r" being the nominal ratef return anc being thecompound annuahflation rate
(CPLbased in Canada over th£#9602009period Thenominal and realates of return
used are given iAppendix Table 7

d. Calculating the Annuities

Once the assellues, number of years of remaining household life, and expected
annual rates of return by assé@ir debt) type are obtained, the annuities are estimated
according to the following formula:

, i 0ii Qo

OQOID A & Q& o . -
pp I

Once the annuity for each class of assets and debts is calculated, the sum of the yearly
payments received fromsets minus the yearly paymertue frondebts is the yearly
flow of income fromnon-homewealh.

il. Home Wealth

The estimation of time wealth isnore straightforward. It is the difference
between imputed yearhgnton the primary residen@nd the lifetime annuity of the
primary mortgageThe mortgage annuity is computed using the annuitydé@m
described abovdrent is imputed by retrieving the aggregateant of imputed rent on
owneroccupied housing in Canada, available from CANSNdgregate imputed rent is
allocated across households according to their shares of the aggregate valsingf ho
(based on the SFS data).

E. Public Consumption

Public consumptioiby householdss the most complex component of the
LIMEW. It is estimated in three stages. First, aggregate public consumption is estimated
with a detailed breakdown by the functiof the spending. Second, expenditures within
each functional category are attributed in whole or in part to the household sector.
Expenditures attributed to the nrbpusehold sector (that is, the business sector or the
foreign sector) are not includedtinh e L1 ME W. I n the final stage,
shares of government consumption in each functional category are distributed across
households according to categapecific criteria. Each of these ¢ar stages is discussed
below.We provide only te most important details here. More details can be found in
Appendix 1.

I. Calculating Aggregate Government Expenditure by Function
When we attempéed to calculate publiconsumption by householdsr Canada

using an approach similao that used in the LIMEWf the United Statedour main
challengesvereencountered
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1. The main datasefor government expenditureategorizes spending
according to the financial management system (FMS), wtaxds not
contain the necessary detail in ergiture subcategoriedhus either
additional data sources or interpolation was required.

2. The presence of intergovernmental spending withinveghment
expenditure functiongan lead to double counting if not corrected. The
guiding principle used was government expenditure should only be
counted at the final stage of purchaget goods and serviced)y the
government.

3. Transfer payments to individuadse alsancludedwithin the government
expenditure functionSincetransfers to individuals are counted as income,
they would be doubleounted in the LIMEWIf our public expenditure
functions included these as well. Therefore, government transfers to
persons must be removed frogpvernment expenditurén order to
determine public consumption

4. The government expenditure in the FMS is calculated on a gross basis
that is the government expenditure includes expenditure on items which
are sold to the negovernment sectorThe SNA eports government
expenditureon a net basiby reduding government expweliture by the
amount of sales to other sectoiBhis must be accounted for in our
estimates.

Thesedifficulties would notexistif there were Canadian dataomparableo the
United 8 at es & NI P Ain whzhnétgoveBhmentexpdnditure on consumption
and capil is broken down by functiorHlowever, the data on Canadian government
expenditure is either broken dovy expenditure typee(g on goods on services, fixed
capitalformation, inventors, transfer paymentsasin the case athe National Accounts
data, or is describeby function €.g on national defense, roads, educatiag)in the
Financid Management Systems (FMS) dathe FMS data contains categorssilar
those inthe American NIPA tables, but does not distinguish between spending on goods
andservices and transfers to individuals, businesseasther levels of government.

We use the FMS data as our primary soufte categories and subcategories of
government expenditure frothe FMSform the structure of odunctionalbreakdown of
government expenditurdt contains variables on categories of government expenditure
for multiple levels of governmentonsolidatedgovernment FederalProvincelLocal,
Provincial and Local, Provincial, and Canadian Pension Plan/Quebec Pension Plan.
However, the data onrgvincial andlocal government expenditureas insufficiently
detailed for our purposes. WWas augmented with additional data fexpenditure on
policing, firefighting, and transportatidrom other series in CANSINsee Appendix 1)

There exist significant transfers of funds between the different levels of
government within Canada. Merely removing the spending categogeradralinter-
governmentatransfers would basufficient because marfgderal government programs
include transfers to lower levels of government, soptesences of these specitise
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transfers means double countimguld still occur.This is evident by the fact that the sum
of total federal expenditur@nd total provincial and local expenditure exceddtal
consolidatd government expenditurgby $52.1 billion in 2005, according to the FMS
data) By taking the difference between consolidatgdvernment expenditurand
consolidatd provincial and localwe derived éderal government expenditure minus
transfers to provincial and local governments.

Anotherproblemwe neededo addressvasthe existence of transfer payments to
persons. Unfortunately, datan ahe amounts ofransfer paymest on a basidully
compatible with the government expenditure d#ta function) are not availahle The
best we ould do wasuse transferso personson a provincial economi@accounts basis.
Unfortunately, this creates an inconsistencyhagprovincial economi@ccounts are on a
calendar year basis whereas the FMS are on a financial yeafAyagid to March 31)
However, since three out of four quarters are the same it was assumed the level of
transfers to persons was the same in dakendar year as in the fiscal yed#r.was
assumed that transfer payments to pergalhgentirely withinthe social services category
of government spending.

Finally, the CANSIM data represent gross government expenditures. In order for
our estimates tbe consistent with the US estimates, we must subtract government sales
of goods and services to genemgtgovernment expenditure datince CANSIM does
not provide estimates of government sales by expenditure categergllocate the
aggregatesalescr oss t he expenditure categories on
government spending net of intergovernmental and personal transf@305, sales of
goods and services amounted to 4.0 per cent of gross federal government expenditures
(net of all transfers) and 12.5 per cent of gross provincial and local government
expendituregnet of all transfers)?

Exhibit 3: Shares of the Largest Public Consumption Categories, Canada, 1999 and
2005

Expenditure Category Share(Per Cent)

1999 2005
Education 21.0 20.1
Health 19.5 23.7
Protection of Persons and Proper 10.2 10.8
Social Services 7.5 6.8
Transportation and 5.5 5.9
Communication

12 Government sales of goods and services include such things ashates; rents on buildings; sales of used

buildings, machines or equipment; airport landing fees; tolls on transportation infrastructure; tuitions; court fees; and
fees for government documents (e.g. passports, all licenses other than licenses teelgeleteor to hunt wildlife).
Intergovernmental sales are in principle eliminated through data consolidation in the FMS (Statistics Canada, 2009b).
Since we allocate aggregate government sales across spending categories before distributing net government
expenditure between the household andmamsehold sectors, we implicitly assume that the distribution of

government sales between the sectors is the same as that of government expenditures. This may be a problematic
assumption, but it is unavoidabletire absence of direct information on the distribution of government sales.



19

After correcting these problemwe derived estimates for combined federal and
CPP/QPP government expenditure on goods and services and combined provincial and
local government expenditure on goods and services. Throughout the resredtie
federal expenditure will refer to bofkederal expenditure and CPP/QPP expenditure
goods and serviceand provincial expenditure will refer to botprovincial and local
expenditure on goods and services.

Appendix Tables 1 and 2 present the estimates of aggregate public consumption
by expendure category for 1999 and 2005. In terms of combined federal, provincial and
local spending, the largest expenditure categories are education, health, protection of
persons and property, social services, and transportation and communig€ahdnt 3).
Education accounted for about 20 per cent of aggregate public consumption in both 1999
and 2005. Heal t hds share was 19.5 qgtherr cent
category is more than half as large as these two.

ii. Allocating Government Expenditures to the Household Sector

Not all government expendituren goods and serviceslirectly benefits
householdsSome of the benefits of public consumption acdruéhe business sectbt.
In order to isolate the spending that directly benefits houselgmusrnment expenditure
on goods and services allocated to the household and rAwosusehold(i.e. business)
sectors.

Whendeciding how to allocate public consption, our main goal isonsistency
with previously established LIMEW estimatés the United States. Each category or
subcategory was allocated using a method similénabused irthe equivalent category
in the United States LIMEW as found Appendk Table 3. The allocation method for
the Canadian estimates is outlined in Appendix Table 4.

The most important expenditure categories are education, health, transportation
and communication, and protection of persons and property. Government consumption
health and education are entirely allocated to the household ésittothe exception of
a small proportion of health expenditures going to residential care facilities; see.below)
The allocation of expenditures in transportation and communicatidnpeotection of
persons and property differs by subcategory. Appendix 1 provides further details on this,
as well as on the allocation of the smaller expenditure categories.

iii. Distributing Government Expenditure s across Households
We areconcerned vth not onlythelevel of the benefit of government expenditure

to households, but also the distribution of these benefits among houséatmiggublic
expenditure needs to be distributed across householdse most detailed manner

13 One might argue that public consumption in the business sector indirectly benefits the household sector because
households own the businesses. However, these bdntfitaeextent that they exist should enter the LIMEW

through increases in household wealth. The inclusion of the public consumption that benefits the business sector would
therefore doubleount the indirect benefits to the household sector.
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possible with availale data Once again, the CSLS used a procedure similar to tedt us
for the United States LIMEWWe have not explicitly distributed federal government
spending by provinces. Federal government spendiag distribued within Canada,
while provincial govenmens Ospending was distributed within their respective
provinces. This means thaf an expenditure category is distributed by populattbm
thedistributionof federal spendingy provinces is on a per capita basis.

As noted above, education and health are the largest categories of public
consumptionWe address those two categories heook to Appendix 1 for a discussion
of the distribution of the remaining spending categories.

In order to be compatible with the.&l LIMEW, alarge portionof government
expenditure on health is includesh government nowash transfers The only
componert included in public consumption aexpenditure on institutions other than
hospital s, home <care s erdVe dleeaed tha dhardiaft her e
healt hcare spending on -houseéhble sector lbesatise thist i on s 0O
represents healthcare spending on individuals in residential care facilities who are not
covered in our microdatd&xpenditures on home carergices are allocated on a per
person basit the household sectdyut only among those aged 65 and o¥amally, we
allocatedi ot her expendi t ur e stdtheohousehold geetam tlrea pi t a b
assumption that they represexpenditures on puldihealth

Only a smallproportion ofCanadiansged5 to 18arenot in public schoolThose
not enrolled in public school are either enrolled in private school, are being hom
schooled,or have dropped out. For distribution purposes we identified 5,5068&d
5,491,466 children and adults in elementary and secondary school in 1999 and 2005
respectively in the SLID. (Those aged 5 to 15 are assumed to be in school and those aged
16 to 19 are considered in high school if they reported they were in higbl stthring
their reference year.) Administrative data suggests 5,372,733 and 5,212,533 i9Q999/2
respectively 2005/2006S(atistics Canada2008h. Given the figures, waattributed
public spending on elementary and secondary school to 97.6 (in 19994 .8ngh 2005)
per cent offamilies with schochged childrenbased onthe number of schoeaged
children they have(Children in he remaining households selected stochasticallyare
assumed to beither in private school or not in school.)

Governmentexpenditure orpostsecondary education expenditwras allocated
to economic families by the number of members who have attended-aepostary
institution within that year. Unlike the United States almostuailversities within
Canada are publicalliunded.The province oQuebec has itswn system of community
collegelike institutions known as CEGEPRshich are meant tbe abridge betweemigh
school anduniversity. Theyarealmostentirely publically fundedThere are alsprivate
colleges (vocabnal or technicalps well as public colleggsocational or technicalput
the datasets we use do rmmintain the variables necesgdo distinguish attendance at
public or privatecollege™

14 Another issued that the permanent residence of an economic family may not be the same province as where a
member is receiving an education. As per the Canadian constitution education is in provincial jurisdiction, and thus is
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F. Household Production

Economists have not reached a cossembout the correct methddr valuing
household productiorSinceit is individuals not households, whgpend time, household
production is calculated first on an individual basis and then the value of the production
from the ndividuals within the hogehold is summed to produdke value of the
production of the household.

The delineating factor in whether we ought to categaizactivityas household
production is whether it can be replaced on the market. Sotmatiessuch as cooking
andcleahng can obviously be substituted. These
production. o Another category of househol d
includes shopping for groceries and other shopping. These are included because they are
necessary for the running of the household and can be substituted by use of professional
shoppers. The third category is care, which includes both childcare and eldercare. There
is some ambiguity in the availability of market replacement and the boundddufacé.
Devel opment al psychology has highlighted th
development, as well as bonding between the child and his or her primary caregiver, but
there are questions as to whether this can be bought on the market.

Reseeachers have proposed various ways to value household production. Specific
replacement cost, general replacement cost, and replacement wage are the three main
approaches found in the literatu(Braumeni, 2008) The specificreplacement cost
approach values the specific activities of household production by the cost that would be
required to replace the work by hiring a worker who specializes in that activity. For
example, childcare would be evaluated by the cost of hiringbgditter or nanny, and
household cooking would be evaluated by the cost ofgh@inook. Many believe that the
use of market wagesverstates the value of household production because the household
produceris unlikely to be as productive in householdguction as a specialist worker
would be

Another approach is general replacement cost, which evaluates household
production of al/l categories by the cost of
servant. Some believe this understates the valuéookehold production because
individuals with a high degree of human capital are more productive over many types of
production including household production

The third approach is replacement cost. Replacement cost values household
production using the implicit wage rate that the worker receives on the formal labour
market. This has two problems. First, much of household production is done by those

funded provincially. So in reality proviradi funding may go to a household permanently residing in another province.
However, our data do natlow usto identify this so there is some misallocation of the benefits of-pesbndary
funding.Anyone attending a pesecondary institution will bessumed to be receiving government fimgdeven if

they are enrolled in a private college) and thus will be alloggedrnmentpending of tie provincein which their
economic family resides (even if they are funded by another providoejever, the flavs of students attending
university out of province should largely net out.
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who do not paitipate in the formal labour market. Second, this ignores the fact that the
wage received by individuals in the labour market is what they receive as specialists, and
those supposing that people are equally productive in the home may overstate the value
of household production.

The compromise used in the LIMEW is the modified genszplacement cost
approach (Wolff,Zachariasand Mastersan2009). As a base this uses the general
replacement cost using the wages of domestic workers in Canada. Howevesecbeea
realize the different productive capacity of workers, we modify the value of household
work by the individual by a performance index. This performance ifggexises the
weighted average of normalized years of schodfimmprmalized household incomand
the normalized time availability of the individu4llt is defined as:

wheres is the (estimated) years of schooliggs household prax income, and is the
time availability of the individuales, €y, ande;, are the mean of schooling, household
income, and time availability, respectively. Similar, 0,, and ( are the standard
deviation of schooling, income, anane availability respectivelylf any of the sub
indices are not calculable due torrresponse, that stihdex is assumed to be zero.

The base household productiammgerate isbased oran estimate of the hourly
wage of domestic employeeqoccupational group G811: visiting homemakers,
housekeepers, and related occupatidngin the 2006 census In the 2006 census,
average hours workeper weekis 36 andaverageannualweeks worked is 42.5. So if we
multiply these numbers together whbtain anaverage of 530 hours workea yearWe
thendivide the annual employment income ddmestic enployees $17,944 by 1,530
hours to obtaira wage rate of $11.7Ber hour (in 2005 dollars) Similarly, the 2001
census reveals thdbmestic employeesorked on average 41.8 weebsr yearand 35
hours per week. Thus, they worked on averagdGB hoursper year They earn@ an
average 0%$16,336 in employment income in 2Q@¢hich implies an hourly wage rate of
$11.17(in 2000 dollars).

These base wage rates are adjusted by
However, regardless of how low the performoa index for an individual is, there is a
floor on the implicit wage of household production at the weighted (by share of labour
force) average of provincial minimum wages, which was calculated to6t@3ifi 1999
and ¥.42in 2005 (current dollars).

15 years of schooling is estimated from the categorical educational attainment variable.
16 Time availability is calculated by subtramg paid work hours from the total availabletts in a week. (Twentfour
hours a day minusight hours of sleep a night; 86 56 =112)
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V. Results: The LIMEW in Canada

A. Meanand Median Estimates of the LIMEW

I. Composition of the LIMEW

Exhibit 4 provides the mean LIMEW for 1999 and 2005, as well as a breakdown
of the mean LIMEW into its components and subcomponents. The mearotiee
LIMEW in Canada (in 200QS dollars) was %7,074 in 2005, up 18per cent per year
from $72,254n 1999(Table 17).1® Chat Lillustrates these means, as vaalthe
corresponding medians for 1999 and 2005.

Chart 1: Mean and Median LIMEW, Canada, 1999 and 2005
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a. Base Income

The LIMEW breakdown irExhibit 4 illustrates the relative importance of each
component in overall economic wdideing. The largest component is base income. Mean
household basecome was $39,98#4 2005 and accounted for p2r cent of the tad
LIMEW. Earnings made up 93r cent of base income in 1999 ando@4 cenin 2005;
the other subcomponents of base income are relatively sbhelft@).

17 All Tables and Appendix Tables are in the Appendix.

18 All estimates are in 200PPP adjustetdS dollars unless otherwise indicated in order to be consistent with the
estimates for the United States from the Levy Institute. Current dollar estimates for 1999 and 2005 are converted to
2000 Canadian dollars using the Canadian CPI, then to 2000 W$sdading the 2000 Canatls personal
consumptiorbased PPP from the OECD (equal to 1.2116).
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Exhibit 4: Composition of the Mean LIMEW for Canada, 1999 and 2005

Line No. Component Mean Value (2000 US Dollar; Change,
1999
2005

(Per Cent

per Year)

1999 2005
1| Household Earnings 34,450 37,620 1.48
2 | Fringe benefits 953 1,228 4.32
3| Money income other than earnings 861 1,136 4.73
4 Alimony 172 204 2.89
5 0Other incomeé 689 932 5.16
6 | Base Income = sum of lines3L 36,264 39,984 1.64
7 | Annuity from norhome wealth 6,633 8,542 4.31
8 | Netimputed rent on housing 4,628 4,594 -0.12
9 | Income from wealth = sum of lines-8 11,261 13,136 2.60
10| Government transfers 10,606 11,652 1.58
11| Public consumption 8,473 9,306 1.57
12| Taxes -17,765 -18,401 0.59
13 Federal income tax 5,984 6,003 0.05
14 Provincial income tax 3,741 3,668 -0.33
15 Payroll tax 1,582 1,764 1.83
16 Consumption tax 4,105 4,390 1.13
17 Property tax 2,353 30,974 53.66
18 | Net Government Expenditure lines 10 1,315 2,557 n.a.
+11-12
19 | Household production 23,415 21,397 -1.49
20| LIMEW =lines 6 +9 + 18 + 19 72,254 77,074 1.08
21| After-tax Income = lines 6 + 102 24,038 27,244 2.11
22| CDI=lines 2d9-11 40,365 46,371 2.34
23| PFl=lines 2019 48,839 55,677 2.21
Notes:

1. Aftertax income is base income plus government transfers net of taxes.

2. CDI is comprehensive disposable income. It is equal to the LIMEW less household
production and public consumption.

3. PFl ipostfiscal income. It is equal to the LIMEW less household production.
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Chart 2: Mean Base Income, Canada, 1999 and 2005
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b. Income from Wealth

Averageimputed income from wealth was $136in 2005,up 2.60 per cent per
yearfrom $11,261in 1999(Chart3). Income from wealth accounted for 17p@r cent of
mean LIMEWin 2005, up from 15.@er cent in 1999

Chart 3: Mean Income from Wealth,Canada, 1999 and 2005
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Theincreasan income from wealth isrdirely attributable to the 4.3der cent
annualincreasan thenon-home wealth annuity from $6,633 in 1999 to $8,512005.
Net imputed rent on the primary residence remained more or less statlining0.12
per cenper yearpver the 1992005 period.

c. Net Government Expenditure

For the average householdt gevernment expenditure was $2,557 in 2005, up
from $1315in 1999. The benefits of government transfers and pubhsumption
amounted to about $19,0¥91999 and $20,95® 2005 but werdargelyoffset by taxes
(Chart4). This average masks significant differences in the impact of government across
the income distribution, as we show in Section C below.

Chart 4: Mean Net Government Expenditure, Canada, 1999 and 2005
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d. Household Production

The final component is household production, which was valuedle@%$2Zper
household in 2008Chart5). This represented @ecreasef 1.49 per cent per year from
$23,415in 1999.The source of thidecline is investigated by decomposing household
production intahe annual number of hoursesy on household production by adults, the
base replacement wage (the average wage of domestic employees in Canada), and the
performance indein section V.B of this report.
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Chart 5: Household Production in Canada, 1999 and 2005

25,000
., 20,000 -
g
8 15,000 -
n
D
S 10,000 -
o
N
5,000 -
0 n T
1999 2005
e. Summary

Theaverage household in Canada experienced grofytist overl percent per
yearin its total command over resources (as measured by the LIMEW) over the 1999
2005 period. Signi@iant growth in base income (4.per cent per yeagndincome from
northome wealti{4.31per cent per year) was offset by a declineansehold production
(-1.49 per cent per yea(Chart6). The net impaoof thegovernmenbn the LIMEW was
relatively small compared to the other componémtshe average household in both
1999 and 2005.

Chart 6: LIMEW by Components,Canada, 1999 and 2005
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ii. Trends in the LIMEW and Alternative Income Measures

In addition to the LIMEWEXxhibit 4 provides three alternative measures of
household income: aftéax income, compreheng disposable income (CDI), and post
fiscal income (PFI)After-tax income is equal to base income plus government transfers,
less taxes. This is a standard household income concept. CDI is equal to the LIMEW less
household production and public consuraptiwhile PFI is the LIMEW less household
production. Comparing these measures illustrates the impact of different LIMEW
components on householdsod6 total LI MEW values

Mean afer-tax household income wa2#%244in 2005, up2.11 per cent per year
from $24,038in 1999. This mainly reflects the strong growth of base income. Adding
income from walth yields CDI, which grew 2.34 per cent per year from $40,365 in 1999
to $46371in 2005. The higher growth rate reflects the increéasecome from wealth
over the period.

Adding public consumption yields PHIhe growth rate of PFI was 2.p&r cent
per year Growth in public consumption contributed to PFI growth, but the growth rate of
PFI was stillslightly below that ofCDI.

As noted dove, the mean LIMEW grew by B@er cent per year over the 1999
2005 period. This was the smallest rate of growth among the four income measures.

The key message that arises from the comparison of these incomeasémsuamt
t h e -tfaditomna élements of the LIMEW make a significant difference in how we
assess both the | evel and t-betng. gfteawt h of hous
income is a common measure of economicwelhg, but in 2005, the average
h o us e h o EW Was283péradédnt higher than its aftéax incomegChart7). By
excluding wealth, public consumption and household production;takencome
drasticalyunder st at es the | evel of houtaxehol dsdé co
income alsmverstateshe rate of gpwth of command over resourcgacehousehold
production experienced negatigeowth.
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Chart 7: LIMEW and Other Income Measures, 1999 and 2005
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lii. Equivalence Scale-Adjusted LIMEW

Table 1 also reports the LIMEW aitd component&é equivalent income
terms® The use of equivalence scaldjusted estimates does not affect our key
conclusions, although the scale affects the magnitudes and the growth rates of the
LIMEW and the other income measures. The fact that the growth rates of ieatju
income measusealmost all exceetthose of the unadjusted measures suggests that there
have been substantial changes in the size opaosition of Canadian households.

Table 10 provides the average values of the equivalence scale for five household
types, along withite proportion of households that falls into each household type. The
data show that between 1999 and 2005, there was a shift in the composition of
households away from large households (i.e. those with multiple adults and at least one
child under 18) andbtvard smaller households. The proportion of households with
multiple adults and at least one child declined from 28.8 per cent in 1999 to 25.7 per cent
in 2005. The proportion of singl@arent households with children also fell, from 4.7 per
centin 1999d 4.2 per cent in 2005. Over the same period, the proportion of households
with multiple adults and no children increased from 41.0 per cent to 42.9 per cent, and
the proportion of households consisting of a lone adult increased from 25.5 per cent to
27.1per cent.

The household types with declining shares of the population of households are
also the types with the langaverage equivalence scale valugisce household income
is divided by the equivalence scale to generate equivalent income, tha gteft i
composition of households (from large to small households) explains the faster growth
rates of the equivalent income measures relative to their unadjusted counterparts.

19 The equivalence scale adjuktsuseholdncome for household size by taking into account the economies of scale in
consumption that arise from sharing houselolsts among two or more people. Skxte 7 of Table 1 for a
description of the equivalence scale used.
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These compositional shifts may reflect the aging of the population. A&abyh
boond generation approaches retirement, the children of that generation are reaching
maturity and moving out of their parentsd ho
compositional shift toward smaller household sizes.

B. Comparison of Canada and the United States by LIMEW

Our Canadian LIMEW estimates were carefully constructed so as to be
comparable to the US estimates provided by Wailtl. (2009a) However, this paper
reports theecentlyrevised estimates of mean and median LIMEWthe Lhited States
provided bythe Levy InstituteAlthough theUS estimates are for 2000 and 2004 rather
than 1999 and 2005, the years are close enough for comparisons to be meaningful.

The median LIMEW fothe United States was $69,514 in 2000 (in 2080
dollars),9.7 per cent higher thathe Canadian median LIMEW of $63,3501999
(Table 2). TheJS median LIMEW in 2004 was $71,598.6 per cent higher than the
Canadian median 0%6%,902in 2005.

Chart 8: Canadian LIMEW as a Proportion of the US LIMEW
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The United States outperformed Canada in terms of PFI and CDI a9 aldk
2). The USCanada gaps for these two measures were larger in each year than the gap for
the LIMEW. The median PFI in the United States exceeded that of Can280iper
cent in 1999/2000 and 4.1 per cent in 2004/2005. For CDI, the US median exceeded
the Canadian value [89.5per cent in 1992000 and by 17.per cent in 2004/2005. The
sizes of these gaps relative to the LIMEW gap redlgnet fact that househofaroduction
forms a larger share dfe total LIMEW in Canada3@ per cent in 1999 and P@r cent
in 2005)thanit doesin the United States (about 21 per cent in lyatérs). It is also clear
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that part of th&JS advantage in economic wélkkingisduet€ anadadés decl

household productigrthe USCanada gap closeduch more signi€antly in terms of
PFI and CDthan it did for the LIMEW between 1999 and 2005

C. Composition of the LIMEW by Income Quintile

Table 3 shows the mean LIMEW by LIMEWuintile. Tre mean LIMEWgrewin
the bottonguintile between 1999 and 20® just0.02per cent per yeawhile the
second and third quintiles experienced growtB.86and 0.72oercent per year,
respectivelyThe toptwo quintiles experienceanoresubgantial gowth in theiraverage
LIMEW value overthe six years, with growth of 1.07 and 162 cent per year for the
fourth and fifth quintilerespectively

Table 3 also provides a breakdown of the mean LIMEWitatiour components
by LIMEW quintile. Base income accounted for about haltted LIMEW for all five
quintiles in both years, and its share increased between 1999 d&nith 20@ry quintile
but the highest, where it almost imperceptibly decredsedme from wealth forms a
greater share obtal LIMEW at the top of the distribution than at the bottasgounting
for 9.311.3per cent of the LIMEW in the bottom qille to 18.822.6per cent in the top
quintile.

Chart 9: Composition of the LIMEW by LIMEW Quintile, Canada, 1999 and 2005
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Net government expenditure shows the oppositerpafitie government
accounted for 189 per cent of the LIMEW for those in the bottom quintile in both 1999
and 2005, while those in the top quintile were net losers from goegrtntaxing and
spending in both years. This suggests that the fiscal system is, on balance, progressive.

Household production is the seceladgest component of the LIMEW after base
income, andn generalt contributes a larger share of total wiedling at the top of the
LIMEW distribution than at the bottom. Thiss perhaps a counterintuitive result; one
might expect to find a negative correlation between household production and other
LIMEW components (base income and income from wealth), siokerrpeople can
afford to buy goods and services that poorer people have to produce themselves in the
home We explore our household production estimates in more detail in SecBon V
below.

Table3aprovides the dollar values of each LIMEW comporisnincome
guintile. Base income increased between 1999 and 2005 in every qamtilie, net
government expenditure. On the other hand, household proddetitined oer the
period in every quintile, whileacome from wealth decreasedtire bottom twajuintiles
and increased in the top three

D. LIMEW Inequality

The most common measure of income inequality is the Gini coefficient. In 1999,
the Gini for the LIMEW in Canada was330(Table 4). It increased by 5.@&r cent to
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0.357 in 2005. This indtates that inequality in household command over resources
increased slightly over the peri6d.

Zachariaset al.(2009) find that the levels and trends of Gini coefficients for the
United States are sensitive to the income measure used. Table 4 shdalaes shate is
true for Canada, but only to a limited degrBase incomés by far the most unequally
distributed of thdive Canadianncome measures ifable 4 with Gini coefficients of
0.546 in 1999 and ®50in 2005. The levels of the Gini coefficierits the remaining
measuresall between those of the LIMEW and base inconaagingfrom 0.345 to
0.496in 1999 androm 0.365t0 0.490in 2005. The LIMEWand PFishowed the largest
increassin inequality between 1999 and 2005, wlafeertax incomebecame slightly
less unequal.

Using equivalent income measures affects the magmitfdbe Gini coefficients
but not the direction of the trends. The Ginitioe equivalence scale adjusted LIMEW
was 0266in 1999, and it increased by0Z per cent to 285in 2005.

Economic welbeing is more equally distributed in Canada than in the United
States. According tthe latest data provided by the Levy Institukes US Gim
coefficients in 2004 were 0.48@r CDI, 0.453 for PFI, and 0.4Z0r the LIMEW.

Another indicator of economic inequality is the 90/10 ratio; that is, the ratio of the
90" percentile to the T0percentile’ Table 5 provides the 8tand 18" percentiles and
90/10 ratios for the LIMEWits componentsand thealternativeincome measures.

In 1999, the 90/10 ratio for the LIMEW in Canada wak35This was the lowest
90/10 ratio among thi®ur income measurgsIMEW, CDI, PFI and aftetax income)
Notably, the highest 90/10 ratio among these meadeatenged to aftetax income
(29.70.

In 2005, the 90/10 ratifor the LIMEW was 5.89The8.47per cent increase in
the LIMEW 90/10 ratio between 1999 and 2005 was the largesas®@mong the
income measures. The largest per cent chante 80/10 ratio occurred infi@r-tax
income,which decreased4 per cent between 198nd 2005butwhich also had the
highest90/10ratios in both years.

A third indicator of economic inequality is the share of aggregate income that
accrues to each income quintile. Table 6 iHaigts this breakdown for théMEW, its
components, and the alternatimeome measures in 1999 and 208b.four of the
incomemeasures exhibit substantial inequality, with each quintile of the distribution
having a higher share of total income than the quintile below it. That being said, the more
comprehensive measures (CDI, PFI and the LIMEW) are more equally distributed across

20 For each income measure in Table 4, there is a small proportion of households with negative values. Strictly
speaking, the Gini coefficient is notlicawhen negative values are present in the data, and it may overstate the degree
of inequality (Hagerbaumer, 1977; Chetnal, 1982). Although the number of households having negative values is
relatively small, the Gini coefficients reported in this @aghould be interpreted with some caution.

2L The 90" (10" percentile is the value above (below) which only ten per cent of households lie.
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households thaaftertax incomethemore conventionaheasure. In terms of the
LIMEW, the top quintile had1.4per cent of income iB005 while the bottom quintile
had5.9 per centBy comparison, the base income component washimare unequally
distributed; 53.7%oer cent of aggregate base income accrued to the top quintile of
households, whileD.1per cent went to the bottom quintilEhe large difference between
the distributions obase incomandaftertax incomesuggests that government transfers
play a large role in levelg the income distribution. This point is further emphasized by
the difference in the distributions 6DI and PFJ] asPFl is equal to CDplus public
consumptiorand PFI is slightly more equal than CDI in terms of quintilesesha

The shares of the income aggregates accruing to each quintile did not change
significantly between 1999 and 2005.

E. LIMEW by Age, Elucation, and Region

An important use of the LIMEW is to analyze disparities between different groups
in society One of the key disparities analyzed by Welffal. (2009 was the white/non
white gap. Although racial and ethnic gaps are of interest and concern in Canada, the data
do not permit us to run a comparable analysis. However, we can examine other important
disparities. In this section, we analyze intergroup LIMEW differences according to three
criteria: the age of the househol dbés major i
major income earner, and the geographic region in which the houseraddtidl.

i. LIMEW by the Age of the Major Income Earner

One important finding by Wolfét al.(2009) was the increase in thbMEW of
elderly Americans (defined as thasged65 and ovey relative to the nowlderly. They
found that the ratio of medidiMEW of elderly to norelderly Americans increased
from 0.61 in 1959 to a peak of 0.89 in 2000, then declined slightly to 0.86 in2®4.
ratio of meanLIMEW of elderly over norelderly tells a similarbut more dramatic,
story; itincreased from 0.79 ih959 to a peak of 1.09 in 2000 (meaning the elderly were
better off than the nealderly), then fell back to 0.98 in 2004
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Chart 10: Ratio of LIMEWS and After -tax Incomes of Elderly toNon-Elderly
Households, Canada, 1999 and 2005

;:88 0.86 0.91
0.80
0.70 4+
0.60
050 4

040 ——
0.30 —— —0.24 _0.26

0.20 ——
0.10 —
0.00 .

1999 2005

Ratio

LIMEW B After-tax Income

Tables 7a and 7b contain the mean and median estimates of the Canadian
LIMEW, its componentsand the other income measures for 1999 and 2005 for six age
categories (where a household is categorized based on the age of its major income
earner) Almostevery measure in the tableghibits a similar pattern over the lifecycle.
In both yearsmostmeasurerise throughout the first fifty years of life, peaking in the
4554 age category, theteclinethereafterCDI, PA and LIMEW, howevershowa
slight increasebetween ages5-64 and 65 and older feneans and medians in both
years, except mean LIMEW in 199dore strikingexceptiors to thislife cycle pattern
arenet government expendityrehich shows the opposite pattern, and income from
wealth, which $ highest among the elderly. These patterngraeenvhether we use
means or medians as owtinates of average wedking.

We do not have a time series dating back as far as the oneaiallf€reated for
the United States, so we cannot examine-@nm trends in the relative wdkeing of
different age groups. Over the gigar time span available to us, there was not much
change in the ratio of average elderly to+aetaterly weltbeing accating to any of the
six income measure$he mean LIMEW in 1999 was $63,78Bong elderly households
and ¥4,246among norelderly ones, for a ratio of . The mean LIMEW in 2005 was
$71,154among the elderly and78,451among the noslderly, for a ratio of @1. If we
use medians instead, the ratios aBs@r 1999 and @3 for 2005.

The story is very different if we use e@galent income measures. In 1998e
equivalence scale adjusted mean LIMEW wa34$386for the elderly and &7,610for
the nonrelderly, for a ratio of 1L9. The mean LIMEW in 2005 wasl$5,446among the
elderly and $4,301among the nowlderly, for a ratio of 2. If we use median
equivalent measures, the ragd..19and 1.2For 1999 and 205 respectively These
ratios imply that the elderly had higher mean and median levels of economiuaimg|
than the norelderly in both 1999 and 2005. Indeed, according to the mean and median
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equivalent LIMEW values, the elderly are the most wéfllage group in Canada; none

of the other groups reported in Tables 7a and 7b have higher equivalent mean or median
LIMEW values than those aged 65 and abdwes reflects the fact that elderly

households have fewer members on average than young households.

The large equivalent LIMEW values for eldehouseholds are driven by
government and by tH@onttraditionab elements of the LIMEW (wealth, public
consumption and household productioit)e averge elderly household has only tO
11 per cent of the equivalent base income of the averageldeny household. The
taxesandtransfers system closes the gap considerably, but baseguivalent aftetax
income, the elderly atill worse off than evergge goup.Income from wealtlberefits
elderly households more than relderly ones, while the impact of public consumption
and household production slightly favor the redderly. It is important to note, however,
that in terms of net government expendifuteansfers plus public consiption less
taxesi the elderly a@ the only group that benefitBhese resulthighlight the importance
of using a comprehensive measure of command over resources.

ii. LIMEW by the Education of the Major Income Earner

Wolff et al. (2009) also analyzethe relative welbeing of those with different
levels of education. They found increasing relative Avelhg for college graduates and
decreasing relative welleing for those with less than a high school diploma, high school
graduates, and those whaesitded college but did not graduate.

Tables 8a and 8b present estimates of the mean and median valudsligBWe
and the alternativancome measures for four educational attainment categories in
Canada: less than high school, high school diploma;unorersity postsecondary
certificate, and university certificate or degree. Households are categorized on the basis
of the educational attainment of the major income earner. The data indicate that
households with more weflducated major income earnéesd to have greater average
command over resources. This no doubt reflects the-estdblished fact that higher
education leads to higher money incortre 1999, the mean LIMEW among unigéy
graduates in Canada wa88$45Q while the average for higleisool noncompleters was
$58,811 In 2005, the LIMEW averaged98,351 among university graduates and
$62,971among high school necompleters.

We find no evidence that the MEW gap between the wedducated and the
least educated Canadians increased twe 19992005 period.In fact, he ratio of the
mean LIMEW vdues of university graduates togh school norcompletersdecreased
slightly from 1.67 in 1999 tdl.56 in 2005. The mean LIMEW ratio for universit
graduates to high school graduates was h4P99 and 1.36 in 2009 he ratic of the
mediansveresimilar tothose of the means both years.
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Chart 11: Ratio of Mean LIMEWS and After -tax Incomes of University Graduate to
High School GraduateHeadedHouseholds, Canadal999 and 2005

1.80 1.64
1.60 1.47 1.50

1.40
120 —
1.00 +—
0.80 —
0.60 —
040 +——
0.20 —
0.00

Ratio

1999 2005

LIMEW B After-tax Income

Using equivalence scale adjusted income measures does not alter the story. More
well-educated households have higher equivalent LIMEW values than lessdwelited
ones,and the gap slightly decreadeetween 1999 and 2005.

Finally, itis worth noting that the comprehensive income measures (CDI, PFI and
LIMEW) exhibit smaller gaps between education groups these incomeThe mean
base incomeof university graduate households exceeded those of high schoel non
completers by a factor &8 in 1999 and B in 2005. As noted above, this reflects the
skill premium in the labour market. Moving frolmase incomeo aftertax income
reduces the gap substantially, which reflects the importance of government transfers in
leveling economic welbeing across groups.

lii. LIMEW by Region

A key issue in the Canadian context is the degree to which economibeiredl
varies by region. There are large differenaesoss Canadian regions in terms of
economic prowess. The resouzased economy in thHerairie region has boomed in
recent years, while the Atlantic region has experienced longstanding economic
challenges. It is worth asking how these factors influence economibemely as
measured by the LIMEW. We therefore estimate the mean and mediies vf the
LIMEW, its componentsand thealternativeincome measures for five regions: Atlantic
Canada, Quebec, Ontario, the Prairies, and British Columbia. Tables 9a and 9b present
the results.

Ontario ranked first among the regions in terms of niéltEW in both 1999
and 2005, with mean LIMEW values of$182in 1999 and 84,123in 2005. The
Prairies ranked second in both years. Quebec had the lowest mean econciméingell
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in 1999, with a mean LIMEW of $64,828, but Atlantic Canada had the [&Wd&W in
2005, at $5,880

Chart 12 Mean LIMEW by Region, Canada, 1999 and 2005
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The same pattern emergeserms of median IMEW values Ontarioranked
first in both years with ,639in 1999 and ¥2,644in 2005. Quebecdd the lowest
median LIMEW in 1999%57,09), while the Atlantic region ranked last in 2005
($57,179.

British Columbia andhe Prairieexperienced the fastest mean LIMEW growth
over the 1992005 period: both showegtowth of approximately 1.per cent per year.
Ontario and Quebec also shalygositive annual growth of 1.0 and @&r cent per year,
respectivelyThe mean LIMEW declined ovéne period inAtlantic Canada by 0.6@er
cent per yeafThe decline in Atlantic Canada was mainly atttédfle to a large decline in
income from wealtlfthe mean felfrom $11,299 in 1999 to $8,254 2005. While the
regi on 0 s-tamiecanme inaréased slightly over the period, its mean CDI {txer
income plus income from wealth) f@ll77 per centgr year from $38,044 in 1999 to
$36,330in 2005. No other region experienced a decline in mean CDI over the period.

Our main conclusions do not change if we use the equivalence scale adjusted data.
Ontario ranks first among the regions in terms of neahmedian economic wedkeing,
while Quebec and Atlantic Canada rank last. Averagebegtig increased fastesttime
Prairiesover the 1992005 period, while it declined in Atlantic Canada.

V. Further Discussion of Wealth and Household Production

The key result presented in Section IV is that the average LIMEW among
Canadian householdsly grew modestlguringthe 19992005 period. Base inconaad
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income from wealtlexperienced substantial growth, but it vedfset bya declinan
household produion. In this section, we dig deeper into the income from wealth and
household production comporterin order to explain their changes over ffesiod.

A. Income from Wealth

Mean income from wealth in Canageew by 2.6(Qoercent per year over the
19992005period Exhibit 4). This wa attributable to an increase o8 per cent per
year in income from nehome wealth. Mean imputed rent on hogswas relatively
stable over the perigdecreasing just 0.12 per cent per ygacontrast, medimincome
from wealth decreased 2.8&r cent peyear during this period (Table 1). This decrease
in median income from wealik due todecreassin the melian ofthe nonhome wailth
annuity (2.6per cenper year) andh the median net imputed remt housing (4.@er
centper yearbetween 1999 and 2005. Thas#though income from wealth increased on
average, this hides substantial variation across households.

As discussed in Section III.D, the rbome wealth annuity depends on three
factors: the val ue and-home asgephsldingdieceal of househ
interest rates on the assets; and the expected remaining lifetime of the household. The
real interest rates used in our calculations are based otdondistorical averages and
are the same for 1999 and 2005, sanicesasan the norhome welih annuity cannot
be attributed to ahangen interest ratesNe therefore investigate only the other two
factors.

All else being equal, the mean rRbame wealth annuity wouldicreasef the
remaining expected lifene of the average househaldcreased. A deease in expected
remaining |ifetime would requi ateanindbmed t he ho
stream over a small number of years, so the annual income payment arising from those
assets woulihcreaseTable 11 shows that tlreean remaining lifetime expected for a
household did decrease slightly from 35.7 to 34.8 yleetseen 1999 and 200Small
decreases in average remaining lifetime were observed for all quintiles of both LIMEW
and household income

Itis alsoworthexamni ng how the size and compositi:
holdings contributed to the larggcreasan the norhome wealth annuity. The average
h o u s e h o-hothé assetet af noamortgage debt) increaseg 6.30 per ceniper
yearfrom $155,159 in 199f $223,915n 2005 (Table 12)Average wealth increased in
every norhome asset category, but the largest growth weesainestate and business
assets, which grew 10pér cent per year, and mon-mortgage debt, which grew 8.par
cent per year from B® t02005.

B. Household Production

Mean household prodtion in Canada declined by ®.per cent per year over the
19992005 period Exhibit 4). If it had maintained its 1999 value, the mean LIMEW in
2005 would have been $79,092hich is $2,018 or 2.6er cent abve its actual 2005
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value of $77,074LIMEW growth over the 1992005period would have been 1.5%r

cent per year, rather than &.per cent per year. We also saw, in Section IV.C, that

household production contributes more to the economichegtlg of highLIMEW

households than loimcome households. Household puolord s | ar ge decl i ne a
fi t -b p a distribution are somewhat surprising results that warrant further

investigation.

I. Decline of Household Production over 1999 -2005 period

As discussed in Section III.F, the value of household production is baskeden
factors: the annual number of hours spent on household production by adults (i.e. those
aged 18 and over); the base replacement wage, which is the average wage of domestic
employees in Canada; and the performance index, which adjusts the base acgeint
for productivity differences across individuals. Changes in any of these factors could
explain the decline in mean household production over the-2008 period.

Average hows of household production declohey 0.97 per cent per year, from
2,387hours in 1999 t@,251hoursin 2005 (Table 13). This was not attributable to a
change in household size. Average hours of household production per adulthégth
household declined frorh,226hours to 1,162 houisver the period (Table 13a), atite
mean numer of adults per household was ih%oth 1999 and 2005 (Table 14).

In addition, the imputed hourly value of houskhproduction declined from
$9.81 in 1999 to $9.5ih 2005 (Table 15§in 2000 dollars) This was entirely due to a
declinein the real viue of the base wage from $9.19 in 1999 to $&17805% The
impact of the performance index on growth in the imputed hourly value of household
production was positive. The performance index increased the imputedcoivep
average houseld by 6.8 per cent in 1999 and & cent in 2005 (Table 15%).

Overall, the decline in household production was driven by declines in both hours
of household production and the hourly valuation. Table 16 summarizes the drivers of t
1.49 per centannual decline in mean household production over the-2008 period.
The decline in the real valud the base wage accounted for®pércentage points of the
annual decline, while the decline in hours of household production contributed 0.97
percentag@oints to the decline. The performance index was the only factor that
contributed positively to growth of household guation over the period (byZB per
cent per year).

2 These correspond to €99 and 2006urrent Canadiadollar values of $10.88nd $11.73 per hour given earlier in

the report. Those values were converted to 2000 Canadian dollars using the Canadian CPI, then to 2000 US dollars
using the CanadllS personal consumptidmased PPP from the OECD. The decline in the real wage refiectsdt

that nominal wage growth among Canadian domestic employees did not outpace inflation between 1999 and 2005.

2 These values are computed by comparing the imputed hourly values in Table 15 with the base wages. As such, they
reflect both the perforance index itseléndthe imposition of the lower bounds on the imputed hourly wage (at the

value of the labour foreeeighted average of provincial minimum wages) after the performance index was applied.

See the discussion in Section IIl.F.
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ii. Inequality in Household Production

As noted in Section IV.C, household grztion contributes more to the economic
well-being of highLIMEW households than losincome households (Table 3). There are
three factors that could explain this inequality in household production across the
LIMEW distribution. The first is the fact thabusehold production is a large component
of the LIMEW in Canada (30 per cerdhd that we would expect households with high
household production to be at the top of the LIMEW distribution and vice versa, all else
being equal. Second, average househok siay be larger at the top of the LIMEW
distribution than at the bottom. This would lead to higher average household production
(and base income and income from wealth) for those households because they have more
people to engage in production. Finallyg frerformance index increases the imputed
hourly value of household production for higitome and igh-education households.

Thi s 0§ baupbsitive €orrelatian between household production and the other large
LIMEW components, base income and incdneen wealth.

To address these issues, we estimate four versions of mean household production
for all households and by LIMEW quintiles. Table 17 presents the results. The baseline
estimates are the standard estimates that we have already discusserdeTthey
performance index and dmtadjust for household size. There is significant inequality in
the distribution of these baseline household production estimates across the LIMEW
quintiles The ratio of mean baseline household production in the topatam LIMEW
quintiles (hereaér called the 80/20 ratio) is 9.2 for 1999 and X6r2005.

The first alternative measure (Alternative 1) controls for differences in household
size by using an equivalence scale (the same scale we have used thrthegrepdrt for
our equivalent income measures). As expected, the average value of the equivalence scale
(which reflects both the size and the composition of households) is larger for high
LIMEW households than for lokIMEW households (Table 18). As a udis the use of
the equivalence scale dramatically reduces inequality in household produti&o80/20
ratio decreases from 9t@5.2in 1999, androm 10.2 to 5.6n 2005 (Table 17).

In the second alternative measure (Alternative 2), the perfornvachee is
eliminated. Every individual is assigned the same imputed hourly value for his or her
household production; namely, the base wage. Alternative 2 does not use an equivalence
scale, so comparisons between Alternative 2 and the baseline estirpates ttee
impact of the performance index on household production inequality. The performance
index increases the hourly value of household produatidine top LIMEW quintile by
32.3 per cent relative to the base wage005 but decreases the hourlylwa for
bottomquintile househlols by 140 per centin that same yediTable 15a).

The Alternative 2 results shaavdecline in th&0/20 ratiofrom 9.2 (the baseline)
to 6.0in 1999 and from 10.® 7.0in 2005 (Table 17)This is a somewhat smaller
deaease in inequality than that fraitme equivalence scale.
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The third alternative (Alternative 3) shows the combined impact of the adjustment
for household size and the performance index. The performance index is not used, but the
equivalence scale is. Thwo adjustments reduce the 80fatio from 9.2 to 3.5n 1999
and from 10.204.0in 2005. In other words, the two adjustments reduce the inequality of
household production across the LIMEW distribution (aasueed by the 80/20 ratio) by
61 per cent riative to its baseline leveh 2005

The remaining inequality is partly attributable to the first factor mentioned above.
Household production is a substantial component of the LIMEW, and we would expect
households with high household productiomppear at the top of the LIMEW
distribution (and vice versa), all else being equal. We cannot perform a simple adjustment
to measure thempact of this selection issugo provide some idea of its importance, we
compute the four household production meesuay household pitax income quintiles
rather than LIMEW quintiles (Table 17a). Since household production is not a
component of household ptax money income, we would not necessarily expect the
inequality of household production across LIMEW quintiesarry over to household
income quintilesln addition, since PFI is composed of all the same elements as LIMEW
except for household productiome also examine inequality of household production
across PFI quintiles, in order to more clearly isolage=tfect of theselection issue.

Indeed, comparing the baseline estimates from Tables 17 and 17a suggests that
the selection issue is a substantial source of observed inequality across the LIMEW
distribution. The bseline 80/20 ratio falls from 9.2 29 in 1999 and from 10.2 to 2i®
2005 when we switch tousehold pré¢ax incomequintiles. Adjusting for household
size and remowg the performance indetmostentirely eliminates the remainder of the
inequality, with Alternative3 indicating 80/20 rabs of 1.2in both1999 and 2005

The results across Pguintiles are almost identicél'able 17b)Switching to PFI
quintiles from LIMEW quintiles results in a decreasehia baseline 80/20 ratioom 9.2
to 3.2in 1999, and from 10.2 to 3.4 in 200% with household préax income quintiles,
Alternative 3shows almost no inequality. Indeele 80/20 ratio of household production
across PFI quintiles falls to 18 1999 and 1.5 in 2005 for thiseasure of household
production.

In order to put thengvious discussion into contextjs also worthexaminirg the
inequality ofthesehousehold productioestimatesacross househdsd. The 80/20 ratios
calculated for this purpose show similar inequality patterns across household production
guintiles & they doacross income quintiles (Table 17€pr example,ite 80/20 ratio
decreases from 26.1 to 13.1 in 1999 when moving from the basdimeatesto
Alternative 3, while in 2005 it falls from 46.0 to 22.7

Furthermore, mving from the baseline estineatio Alternative 1, the Gini index
of household productiofalls from 0.478 to 0.436 in 1999 and 0.511 to 0.474 in 2005
(Table 17c)In contrast to the 80/20 ratio, the Gini index indicates that the performance
index has larger effects than the equivaleswaein terms of decreasing inequality in
householdgroduction as moving from the baseline to Alternative 2 further lowers the
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Gini index to 0.420 in 1999 and to 0.456 in 2005. However, just as in the 80/20 ratio, the
reduction in inequalityrom applyngthe equivalence scale aremovingthe

performance index is also markedthe Gini indexwhich falls to 0.383 in 1999 and to
0.424 in 2005.

Thus,household production shewmot onlysubstantially greatenequality
across LIMEW quintileshtan otheincome quintiles, but alsodemonstratesignificant
inequalityacrosshousehold. Additionally, in both cases inequality household
productiongrows between 1999 and 2005 dhd performance index increashe
inequality ofhousehold production

It is also inteesting to see how the alternativethod of valuing production
affects the inequality of the LIMEW. Table 19 onés theresultsof estimating LIMEW
with the alternative household production measuMsen no equivalence scale is
employed, tkb standard LIMEW (which includes the performance index) has a Gini index
of 0.340 in 1999 and 0.357 in 2005, while the alternative LIMEW (which does not use
the performance index) has a Gini index of 0.314 in 1999 and 0.338 inTA165.
difference is drien by the lower inequalitybserved irestimates ohousehold
production that do not use the performance in&scaminingthe LIMEW estimates that
also include the equivalence scale yidlts same patterin addition, all LIMEW
estimaes show less ineqlily thantheother income measures considered in Table 19,
demonstrating the equalizing effectasfymeasuref household production.

Moreover alternative LIMEW estimates makeclearthat other, more standard
measuresf income(such as ase incomerad aftertax income)substantially
underestimate the growth in inequality between 1999 and 20ble base income
shows an increase in inequality of 0.82 per cent between these years, LIMEW shows an
increa® of 5.04 per cent and alternatiEW shows arincrease of 7.67 per cent.
Indeed, equivalence scale adjusted alternative LIMEW shows an increase in ineduality o
10.67 per cent, while equivalence scale adjusted base income indicateea® of just
0.77 per cenbetween these yearBhus, alternate methods of valuing household
productiondemonstrat@ot onlylower inequality tharthe standard LIMEWand other
income measurebut also greater growth in inequality between 1999 and 2005.

These results highlight the importance of househiakel andthe performance
index. Althoughcrosshousehold comparisons are sensitive to differences in household
size and comosition, equivalence scale adjustments are meant to capture economies of
scale in consumption, and it is not clear th& fame scale caretapplied tdhousehold
production. Therefore, this report has follow#@lIff et al.(2009) in focusingn
unadjusted measuresthe than equivalent measurés.terms of he performance index
this section has demonstrated thdiuilds a substantial degree of inequality into the
household production component of the LIMEW. It is worth reconsidering whether or not
this is desirable, especially given the crude nature of the performance index and the lack
of direct data on individugdroductivity in household production.
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VI. Conclusion

The Levy Institute Measure of Economic We#ing (LIMEW) is a
comprehensive househdlelel measure of command over resources. It consists of
several components: mongygome, including earngsand interpersonal transfers;
government transfers net of all taxes; imputed annual income from wealth, including
owneroccupied housing and ndrome assets; the value of government consumption
expenditures undertaken on behalf of households; andithe ®f household production.
The LIMEW is one of a number of measures of economic-laig that have been
developed in recent years with the aim of expanding the scope of economrieingll
beyond the conventional measures such asggita GDP.

Our purpose in this report was to produce and present estimates of the LIMEW
and its components for a representative sample of Canadian households in the years 1999
and 2005The estimates were based on several high quality surveys produced by
Statistics Caada, augmented by data from other sources (mainly other data produced by
Statistics CanadaLare was taken to ensure that @enadiarestimates would heo the
furthest extent possible, comparable with the estimates produdkd bgvy Institutdor
the United States in 2000 and 2004.

The results indicate that there waady modest growtln the average Canadian
househol dds total command over economic reso
and 2005. The mean value of the LIMEW in Canada was254in 1999 (in 2000JS
dollars) and $7,074in 2005. Over the 1999005 peria, the mean LIMEW increased by
1.08 per cent per year. The median values wé& 350in 1999 and5,902 in 2005;
increasing 0.6@er cent per year over the 192005 period Measues that fail to account
for wealth, public consumption and household production overstate the growth of
economic weklbeing over the period.

Inequality in household command over resources increased slightly over the
19992005 periodNeverthelessn both1999 and 200%he total LIMEWwasmore
equally distributed across Canadian households than more comooome measures
such as aftetax income.

The average househol dbdbs command over econ
than in the United States in hot999 and 2005. The median LW for the United
States was $69,514 in 2000 (in 2008 dollars) 9.7 per cent higher than the Canadian
median LIMEW of $3,350in 1999 TheUS median LIMEW in 2004 was $71,598.6
per cent higher than the Canadian media$66,902in 2005.

There are a number of avenues for future research building on our work. First, a
longer Canadian LIMEW time series would be valuable. The fact that we have estimates
only for 1999 and 2005 prevents us from using the LIMEW to analyzetéom trends
in the economic welbeing of Canadian households. Estimates for earlier years would be
useful even if they were of markedly lower quality than the 1999 and 2005 estimates.
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It would also be useful to compare the LIMEW to other comprehemsiveators
of economic weHbeing. The Index of Economic Wdlkeing (IEWB), developed by the
CSLS, encompasses many of the same elements as the LIMEW but uses a very different
methodologyfor aggregating across different factors that affect economic welfar
Interesting comparisons could be drawn between the LIMEW and the IEWB in both
empirical and theoretical terms. In empirical terms, do the LIMEW and the IEWB
produce the same rankings of countries or of regions within Canada? If not, why?

On theoretical grounds, the two indicators differ along a number of dimensions.
The relative weights assigned to different domains of economiebarlly are explicitly
subjective in the IEWB, while the LIMEWbeing a dollaixdenominated indicator)
assigngimarketdetermined weights to its componenté/hat are the strengths and
weaknesses of each approach and what impact does the difference have on the results?
The IEWB incorporates several namonetary factors that influence waking (e.qg.
unemploymentad economic insecurity). These important factors are not explicitly
included in the LIMEW. On the other hand, the LIMEW is arguably more effective than
the IEWB in approaching economic weking from the perspective of individual
householdsAll these diferences could have interesting implications for the
measurement of economic weking and could facilitate the improvement of both
indicators.

Finally, there remains room for technical improvements in the LIMEW. If
possible, defined benefit pensionashould be excluded from household wealth (in
order for the Canadian estimates to be consistent with the US estirRatds)th Canada
and the United States, it is not clear that the use ofdondpistorical average interest
rates for the rates of rtgh onassets is appropriate given the structural changes that have
occurred in recent decades (particularly with respect to monetary policy and inflation).
Better data for allocating some categories of public expenditure to the household sector
and acrostouseholds (e.g. public expenditure on air transportation) would be desirable.
Finally, the approach to the valuation of household production warrants reconsideration.
It would be worthwhile to examine further the issue of whether the valuation method
shauld account for the unobservable efficiency and productivity differences among
individuals. Even if such differences were to be taken into account, it is worth
investigating alternatives to the admittedly crude performamdex that is currently
used.
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Appendix 1: A Detailed Outline of the Estimation of Public
Consumption

Household public consumption is estimated in three stages. First, aggregate public
consumption is estimated with a detailed breakdown by the function of the spending. Second,
expenditures withirrach functional category are attributed in whole or in part to the household
sector. Expenditures attributed to the #imusehold sector (that is, the business sector or the
foreign sector) are not included in the LIMEW. In the final stage, the househaldsor 6 s s har e
of governmengexpenditurén each functional category are distributed across households
according to categorgpecific criteria. This appendix provides detail about how each of these
stages was carried out.

A. Calculating Aggregate Government Expenditure by Function

As noted in the main text, our main source of data on aggregate public expenditure by
function is the FMS, accessed in CANSIM Tables-8881 and 38®002. The breakdown of
public expenditure by category and subcategory seweral cases insufficiently detailed for our
purposes. We require a highly detailed breakdown because, in order to maximize the
comparability of our Canadian estimates with the US LIMEW estimates, the distribution of
expenditures between the household mothousehold sectors and across households within the
household sector must in some cases differ by subcategory. In cases in which we require a more
detailed breakdown than that which the FMS data provide, we augmented the FMS data with
data from otheraurces.

I. Additional Data Sources

As subcategories of spending protection ofpersons angroperty are to be allocated
differently between the household sectoand norhousehold sectpra breakdown into
subcategoriegvasrequired. Unfortunately, the consolidated figures docoottain abreakdown
of protection of persons and propeityo its subcategoriedn the USLIMEW half of the
expenditure on policing and firefightingas allocated to the household sector. Onlyeifed
expenditure on policingvas reported in 380002.We retrieved the serigSANSIM Table 254
0002 ATrends i n police eWeuaddthist toa augment fowr rdata®a n a d a
expenditure on policeExpenditure for firefighting is only recorded fooclhl government
expenditure in 389002, sove assumed that firefighting is paid for at a local level.

Insufficient detail is available in the ke@ANSIM tables about the breakdown of
government expenditure on transportation. Therefore, this was suppehveith a provincial
breakdownof transportation expenditures froable G7 ofTransportation in Canada 2007
available ahttp://www.tc.gc.ca/policy/anre/menu.htm

In order to keep the CanadiatMEW estimates consistent withe American estimates,
the allocation ofgovernment expenditure onomservationand ndustry should differ by
subcategoryBut, provincial andlocal spending in 386001 is not given by subcategory, so the
distribution acros subcategoriewas assumed to be the same as thatdderal expenditure as


http://www.tc.gc.ca/policy/anre/menu.htm
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found in 3850002. Similarly, for the environment category the distribution between its
subcategoriewas assumed to be the same as the federal government.

ii. Distribution of Expenditures across Subcategories by Assumption

In cases in which alternative data sources could not be found, we generated estimates of
expenditures by subcategory by distributing total category expenditures across the subcategories.

This was done ithe calculation of expenditures net of intergovernmental transfers. The
calculation of federal expenditure minus transfers to lower levels of gover(asetescribed in
the main text) wassufficiently detailed for our purposes. There exists a moreleet@deral
expenditure function ICANSIM Table 3850002.Using this table wessunedthedistribution
between subcategoriesfefleral government spendingnus transfers wasame ashe
distributionbetween subcategorie$ federal government spendintgcluding transfers.

B. Allocating Government Expenditures to the Household Sector

As noted in the main text, the two largest expenditure categoei@sgcation and healih
are allocate@imostentirely to the household sec{@nd much ohealth expeniture is
considered part of necashgovernmentransfers) This section addresses the allocation of the
other spending categories between the household arldousehold sectors.

When the data were availahleprovincial government expenditure was aditaxl
separately by provincd-or example provincial government expenditure agriculture was
allocatedby provinces bythe share of net program benefits that province which wento
unincorporated farmd-ederal government expenditure is allocatedheyweighted average of
allocation of provincial government expenditure (if it varies by province).

Consistent with the allocation of US government expenditurgppendix Table 3, the
government expenditure categoriesgaineral government, employmentdaimmigration and
foreign affairs and international assistance were allocated to théousehold sectorThe
spending categories débour and regional planning and developmesrtrenallocated to the
household sectpconsistent with the allocation of igeral economic and labour affairs in the US
LIMEW. Government expenditure on research is mostly transfers to institutions, so we allocated
the spending category oésearch establishments to the 4mmusehold sectoConsistent with
the US LIMEW, social sevices recreation and culture, and housing are entirely allocated to the
household sectom h e undef i n eother expanditgesinot a aatbgorii in the NIPA
tables)was allocated to the ndmusehold sector.

We allocated public expenditure inetfiprotection of persons and propertgategoryby
subcategory. Consistent with LIMEW estimates in the UniteateS national defers, law
courts, and corrections and rehabilitation were allocated to thédaumehold sector, but both
policing and firefghing were allocated half to the household sector and half to the non
household sectoAlthough there were no equivalent categories in the United States LIMEW,
regulatory measures and other protection of persons were also allocated 50:50 because of the
dlocation ofothersimilar subcategories of ptection of persons and property.
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Transportation and communication were allocated by subcategory. We have yet to locate
appropriate data orpassenger versus cargar travel use, so for preliminary purposes
government expenditure on air is allocated a third to the household. SEurs consistent with
the US LIMEW. Public expenditure on roads was allocated, by province, bgstiraatedshare
of cost of roadshat were created hyyassenger vehicle$his isestimated inTransport Canada
(2007Db).

Government expenditure on rail was allocated according to the fraction of rail car
kilometreswhich were passenger edfometresusing CANSIM Tables 4040014 & 4040015.
This was to keep the allocation consistevith the LIMEW for the US$ which allocated
according to share of passengar miles in total camiles.

Consistent with the American LIMEWgovernment funding of water transportation is
entirely allocated to the nemousehold sector argpending orirarsit is entirely allocated to the
household sectoThere are no categories gbvernmentspending in the American LIMEW
equivalent to government expenditure eletommunication and other transport communication
so we allocated both to the nrbpuseholdsector.

Resource conservation and industrial development were allocated by subcalegdey
and industry, tourism and promotion, other resource conservation and industrial development
were allocated to the nemusehold sectoin the LIMEW of the UnitedStates, agriculture was
allocated by share of family farms in total sales of farm proddmivever,because government
funding may not be proportional to total salese allocated(by provincg government
expenditure oragriculture bythe share of net pigram benefitsvhich wentto unincorporated
farms(CANSIM Table 20624 and 20684). As in the Lhited States, we allocated the categories
of forestry and fish and game to the household sebdta.allocated public expenditure on
mining entirely to the nohousehold sectorln the US LIMEW, government expenditure on
energy was allocated by share of household sector in total energy consu{@gtier cent in
1982) So, we allocated public expenditure on oil and gas and water power according to the share
of howsehold sector in energy consumpti@? per cent in Canada in 2008 ANSIM Table
353-0032.

Public expenditure on the environment was allocated by subcategory. In the United States
LIMEW, government funding ofvater supplyfacilities wasallocated by dmesticuse share of
total deliveries from the public water supply. The spending category in Canada, water
purification and supplyis allocated byhousehold sector water usage.

In the US LIMEW, the government spending subcategory of pollution control and
abatament was allocated by the average share of the household seitterproduction ofour
categories of pollution: apollution, CO, emissionsyaterpollution,and municipal solid wastes.
Comparablefigures do not exist in Canadar the household share @il those forms of
pollution. So,we allocated government expenditure on pollution control byhtteeu s e ho |l d 6 s
sector 6s s-dy@valent emidsions@iOduction (CANSIM Table 3$3-0034). The
subcategory of other environmental seed was allocated by residential share of waste disposal.
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There are some categories of government expenditure which do not need to be allocated
between sectors. Payments of debt consist of transfers to individuals, firms or goveamdent
general transfer payments consist entirely of transfer paynerther levels of government.

Thus these categories contain no government expenditure on goods and services.

C. Distributing Government Expenditures across Households

Policing firefighting, regulatory measures, other government expenditure on protefttion
persons and propertigbour, fish and game, forestry, minjr@nd recreation and cultuveere
assumed to be distributed on a per capita basis.

Government expenditure gollution control, and other environmenias distributedby
income. Specifically, it is allocated by ecological footprint by income decile. We used estimates

fromSi ze Matters: Canadads Ea 200% @anadianl Cenffeofort pr i n
Policy Alternativesstudy. | t defines an e @othediglograly profiuctivet pr i nt
space in per capita gl obal hectares needed
consumption and to abs or bGoverhnent exaenditeae on hha t it

remaining sufrategory of environmental spending, water was randomly distributed to those we
are attributingmunicipal water supply usage according to percentage of households in the
province who have a municipal water supaytheir prinary source, using 2007 data. (CANSIM
Table 1530062) Then the amount distributed to those we assume are using municipal water
supply is proportional to the amount they spend on water and sewage (from the SHS).

Consumption microdata surveythe 1999 and 2005 Surveys of Household Spending
(SHS)were used to estimate the distribution of some categories of public speindergergy,
recreation and culture, government expenditure was assumed to be proportional to private
expenditure by region dnncome quintile.

Canada does not have a personal transportation survey indicating the kilometres
Canadians travel by method of transportation comparable tiN#@tienal Household Travel
Survey (NHTS)or the United States. The NHTS was used to diseibavernment expenditure
on transportation in thenited States

For distributing government expenditure on roads, first we attributedvaaership to
families based on the probability of eawnership by region and decile in the SHS. Then we
distribuied government expenditure on roads to those attributeows@rship in proportion to
the average amount spent on gasoline byowarers in their respective region and income decile.

We distributed government spending on air and rail transportatiosimilar manner, but
because the public use mieadata for the SHS does not separately report expenditure on rail and
air, we used the household expenditure on {aitgr transportation for these two categories
combined. First we attributed inteity travd to families according to the proportion of
households in the SHS by region and income decile that have positive expenditure on-intercity
travel. We then distributed government expenditure on rail and air to those families according to
the average expertdre on intercity travel by their respective regions and deciles.
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Similarly for energy, the distribution of public expenditurewas assumed to be
proportioral to private expenditure that category.

Other government expenditurneeredistributed so thtthe organizational costd
transfer programs wemrdstributed to those receiving the transfers. Thus thetraorsfer
expenditures of the CPP/QPP progrdi$ per cent of the expenditures) wdrgtributed to
those receiving benefitikewisethe or@nization costs of social services were distributed to
those receivingocial assistanc&overnment spending on agricultwes distributed such that
it is proportional to household farm income.
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Table 1: Mean and Median Estimates of the LIMEW and Other Income Measures, Canada, :
Dollars, 1999 and 2005

Growth, 1999
2005(Per cent
1999 2005 per year)
Measure Mean | Median| Mean | Median| Mean | Median

LIMEW 72,254| 63,350| 77,074| 65,902| 1.08 0.66
Base Income 36,264| 27,556| 39,984| 29,707, 1.64 1.26
Income from Wealth 11,261 5,264| 13,136| 4,563| 2.60 -2.35
Net Government Expenditure 1,315| 2,134 2,557 2,771| 11.73 4.45
Household Production 23,415| 18,031| 21,397| 15,578| -1.49 -2.41

After-tax Income 24,038| 20,233| 27,244| 21,981 2.11 1.39

CDI 40,365| 33,784 46,371| 37,438, 2.34 1.73

PFI 48,839| 42,447|55,677| 46,743| 2.21 1.62

Equivalencécale Adjusted:

LIMEW 90,796| 81,916| 98,291| 87,362| 1.33 1.08
Base Income 44,341 | 35,160| 50,080| 39,494, 2.05 1.96
Income from Wealth 15,295 6,471|17,801| 5,981| 2.56 -1.30
Net Government Expenditure 2,681| 2,836 4,100 3,851 7.34 5.23
Household Production 28,479| 23,603| 26,310| 20,632| -1.31 -2.22

After-tax Income 29,498| 25,989| 34,323| 29,232| 2.56 1.98

CDI 51,957| 44,985| 60,560| 50,431| 2.59 1.92

PFI 62,317| 55,737| 71,981| 62,496| 2.43 1.93

Notes:

1. Aftertax income is Base Income plus government cash transfers, less income taxes (fedel
provincial), payroll taxes, property taxes, and consumption taxes paid by the household.

2. CDlI is comprehensive disposable income. It equalstafténcome plus the value of home anc
nonhome wealth annuities.
3. PFl is podiscal income. It equals CDI plus household public consumption.

4. LIMEW is the complete Levy Institute Measure of Economich#&fel). It is the sum of base
income, income from walth, net government expenditure, and household production.
Alternatively, it is equal to PFI plus household production.

5. Equivalent income measures are based on the household equivalence scale used in the L
/| Syadza . dzNB I dzQa poverty measuresS EheISriilaYd ¥idiehuivalence scale
as follows: A single adult is given the base value of 1.00, two adults is fixed at 1.41. For fami
with children the formula is (A+0.5xC+0.3xS)"0.7 Where A is the number of adults, C is tlee |
of children and S is a dummy variable set to 1 if it is a lone parent household and O if itis a tv
parent household.
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Table 2: Comparison of Canada and the United States by Median LIMEW and Other In
Measures, 2000 US Dollars, 1999/2000 and 2P0d%

1999/2000 2004/2005
. USCanada . USCanada
Canada United Gap (Per Canada United Gap (Per
States States

Cent) Cent)
LIMEW| 63,350 69,514 9.7 65,902 71,599 8.6
PFI 42,447 52,597 23.9 46,743 53,332 14.1
CDI 33,784 43,754 29.5 37,438 43,971 17.5
Notes:

1. The US estimates are provided by the Levy Institute and were developed to be comg
with Canada.

2. Canadian estimates are for 1999 and 2005. US estimates are for 2000 and 2004.
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Table 3: Compositioof the LIMEW by LIMEW Quintile, Canada, Per cent, 1999 and 2005

o Mean LIMEW Base Income Net Household
Quintile (2000 US Total Income from Government Production
Dollars) Wealth Expenditure
1999
Lowest 22,564 100 46.2 11.3 18.3 24.2
Second 43,827 100 46.9 13.3 12.0 27.7
Third 63,401 100 46.5 13.2 8.8 31.5
Fourth 86,503 100 48.0 14.2 4.2 33.7
Highest 144,989 100 54.7 18.8 -8.3 34.7
All 72,254 100 50 16 2 32
2005
Lowest 22,590 100 51.8 9.3 18.8 20.1
Second 44,753 100 50.7 11.8 13.6 24.0
Third 66,172 100 48.3 13.0 115 27.2
Fourth 92,222 100 50.4 14.8 5.1 29.7
Highest 159,635 100 54.5 22.6 -6.2 29.0
All 77,074 100 52 17 3 28
Equivalence Scale Adjusted:
1999
Lowest 45,090 100 46.3 115 18.8 23.5
Second 72,155 100 46.3 14.6 115 27.6
Third 85,425 100 45.5 14.9 8.2 31.4
Fourth 101,607 100 46.7 16.0 3.7 33.6
Highest 149,714 100 54.2 21.2 -9.4 34.0
All 90,796 100 49 17 3 31
2005
Lowest 45,613 100 52.2 9.2 19.2 19.3
Second 75,160 100 50.3 12.8 13.2 23.7
Third 91,092 100 47.4 14.8 10.5 27.2
Fourth 110,863 100 49.6 16.7 4.1 29.6
Highest 168,731 100 53.7 25.6 -7.3 28.0
All 98,291 100 51 18 4 27

Notes:

1. Base income is the sum of earnings, benefits, interpersonal transfers and other income.

2. Income from wealth is the sum of the annuities from #mme wealth and the imputed yearly ren
on owneroccupied housing (net of mortgage and Aeome debt annuities).

3. Net government expenditure government transfers plus public consumption, raihtaxes
(income, property, payroll and consumption taxes).

4. Household production is the imputed value of household production.
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Table 3a: Components of the LIMEW by LIMEW Quintile, Canada, 2000 US Dollai

and 2005
Mean LIMEW Base Income Net Household
Quintile (2000 US Income from Government Production
Dollars) Wealth Expenditure
A=B+C+D+E B C D E
1999
Lowest 22,564 10,426 2,559 4,119 5,460
Second 43,827 20,570 5,830 5,274 12,153
Third 63,401 29,477 8,357 5,590 19,977
Fourth 86,503 41,507 12,272 3,607 29,117
Highest 144,989 79,346 27,287 -12,019 50,375
All 72,254 36,264 11,261 1,315 23,415
2005
Lowest 22,590 11,710 2,096 4,245 4,539
Second 44,753 22,694 5,265 6,065 10,729
Third 66,172 31,955 8,602 7,588 18,026
Fourth 92,222 46,486 13,654 4,707 27,375
Highest 159,635 87,076 36,062 -9,821 46,318
All 77,074 39,984 13,136 2,557 21,397
Equivalence Scale Adjusted:
1999
Lowest 45,090 20,868 5,168 8,455 10,599
Second 72,155 33,393 10,537 8,288 19,937
Third 85,425 38,905 12,702 6,993 26,825
Fourth 101,607 47,411 16,273 3,787 34,136
Highest 149,714 81,135 31,796 -14,121 50,904
All 90,796 44,341 15,295 2,681 28,479
2005
Lowest 45,613 23,829 4,204 8,770 8,810
Second 75,160 37,838 9,624 9,896 17,802
Third 91,092 43,219 13,520 9,540 24,813
Fourth 110,863 54,972 18,507 4,540 32,844
Highest 168,731 90,542 43,152 -12,245 47,282
All 98,291 50,080 17,801 4,100 26,310
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Table 4: Gini Coefficients for the LIMEW and Other Income Measures, Canada, 1999
2005

1999 2005 Per Cent Change
Base Income 0.546 0.550 0.82
After-tax Income 0.496 0.490 -1.19
CDI 0.382 0.399 4.48
PFI 0.345 0.365 5.80
LIMEW 0.340 0.357 5.04
Equivalence Scale Adjusted:
Base Income 0.531 0.535 0.77
After-tax Income 0.468 0.459 -2.05
CDI 0.345 0.360 4.45
PFI 0.288 0.307 6.30
LIMEW 0.266 0.285 7.01

Note: For each variable, theredssmall proportion of households with negative values. 7
Gini coefficient may overstate the degree of inequality when negative income values ¢
present in the data (indeed, negative values can lead to Gini coefficients greater than
Although thenumber of households having negative values is relatively small, the Gini
coefficients reported in this table should be interpreted with some caution.
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Table 5: 90/10 Ratios for the LIMEW, its Components, and Other Income Measures, CanadadZ248%

1999 2005
Bottom Top Decile Bottom Top Decile Per Cent
Decile (2000| (2000 US | 90/10 Ratio | Decile (2000| (2000 US | 90/10 Ratio | Change in
US Dollars) Dollars) US Dollars) Dollars) 90/10 Ratio

LIMEW 16,014 175,829 5.43 15,978 196,307 5.89 8.47
Base Income 293 121,893 152.77 -243 136,771 n.a. n.a.
Income from Wealth -585 53,262 -334.95 -770 70,528 -380.00 13.5
Net Government Expenditure -43,355 36,547 -1.242 -45,357 41,447 -1.3 6.0
Household Production 639 72,491 26.45 126 69,707 56.27 112.7

After-tax Income -6,317 72,105 29.70 -5,601 82,967 16.55 -44.27

CDI 4,680 109,037 6.86 5,367 132,832 7.06 2.84

PFI 9,104 120,969 5.55 9,803 146,634 5.86 5.58

Equivalence Scale Adjusted:

LIMEW 31,425 196,258 3.24 31,835 224,179 3.48 7.60
Base Income 739 146,733 83.2 -405 166,913 n.a. n.a.
Income from Wealth -929 76,432 -313.41 -1,213 98,353 -315.10 0.5
Net Government Expenditure -57,826 52,088 -1.358 -61,755 59,048 -1.42 4.8
Household Production 1,202 80,798 16.49 226 79,051 38.31 132.4

After-tax Income -10,379 84,218 19.51 -9,487 99,363 11.47 -41.19

CDI 8,565 133,003 4.75 9,811 164,695 491 3.33

PFI 17,235 143,066 3.48 18,727 175,897 3.65 4,74

Note: Thed0/10 ratio is the ratio of the 90th percentile to the 10th percentile, where the 90th (10th) percentile is the LIMEW hahae(laelow)
which only 10 per cent of households' LIMEW values lie.
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Table 6: Quintile Shares of Aggregate Incominbgme Measure, Canada, Per cent, 1999 and 2005

1999 2005
Quintiles Quintiles

1 2 3 4 5 1 2 3 4 5
LIMEW 6.2 12.1 17.5 23.9 40.1 5.9 11.6 17.2 23.9 41.4
Base Income 0.3 4.4 15.3 26.8 53.1| -0.1 5.0 14.9 26.5 53.7
Income from Wealth -0.5 1.9 9.5 21.8 67.2| -0.6 1.0 7.2 19.5 73.0
Household Production 1.9 8.1 15.4 25.2 49.4 1.1 6.9 14.6 25.4 51.9
After-tax Income -0.8 9.1 16.9 26.3 48.5 0.1 9.0 16.2 25.9 48.8
CDI 4.8 11.5 16.8 23.6 43.3 4.7 11.0 16.2 23.2 44.9
PFI 6.0 12.3 17.4 23.7 40.6 5.7 11.7 16.9 23.5 42.3

Equivalence Scale Adjusted:

1 2 3 4 5 1 2 3 4 5
LIMEW 9.1 14.4 18.1 22.7 35.8 8.5 13.9 17.8 22.6 37.2
Base Income 0.5 5.1 15.8 26.7 51.9| -0.1 5.6 15.8 26.5 52.1
Income from Wealth -0.6 1.9 8.7 20.3 69.6| -0.7 1.0 6.9 18.5 74.3
Household Production 2.6 9.6 16.6 25.1 46.0 1.6 8.3 15.8 25.7 48.6
After-tax Income -0.9 11.2 17.7 25.9 46.1 0.3 11.1 17.1 25.3 46.3
CDI 6.1 12.7 17.3 23.1 40.7 6.0 12.4 16.7 22.6 42.3
PFI 8.2 14.1 17.9 22.6 37.2 7.8 13.7 17.4 22.4 38.8

Note: Quintiles are defined with respect to each income measure. For example, the base income shares are based on hasesehold
income quintiles, while LIMEW shares are based on household LIMEW quintiles, and so on. Wepdwmpnte shares for net governmen
expenditure because aggregate net government expenditure is approximately zero. Net government expenditure is largeiemdtposi
the top of the distribution and large and negative at the bottom. Expressing this in te#refeares of the aggregate amount is not
particularly informative.
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Table 7a: Mean LIMEW and Other Income Measures by Age of Head of Household, Canada, 2000 US Dollars, 1999 and 2005

1999 2005
<35 |3544 | 4554 |5564 | <65 |65+ <35 |3544 |4554 |5564 | <65 |65+

LIMEW 60,465| 82,080| 85,993| 64,907| 74,246| 63,755| 62,393| 84,957| 93,662| 69,521 | 78,451 71,154
Base Income 35,051| 50,332| 53,304| 31,695| 43,830| 3,987 39,067 | 51,994| 60,139| 38,160| 48,208 4,628
Income from Wealth 5,604| 9,488| 12,487| 11,552| 9,459| 18,944| 5,893| 10,583 14,684| 13,100| 10,918| 22,670
Net Government Expenditure -59| -3,707| -7,066| -2,461| -3,318| 21,074 406 | -498| -5,956| -4,281| -2,452| 24,091
Household Production 19,868| 25,966| 27,267| 24,122| 24,275| 19,751| 17,027| 22,878| 24,797| 22,542| 21,777| 19,765

After-tax Income 24,327| 32,238| 33,025| 18,798| 28,092| 6,749 27,496| 34,628| 38,896| 22,744| 31,690, 8,128

CDI 32,961| 45,372| 49,223| 34,895| 41,179| 36,896| 36,852| 49,881| 58,103| 40,689 46,948 43,890

PFI 40,596| 56,114| 58,725| 40,785| 49,972| 44,004| 45,366| 62,079| 68,866| 46,979| 56,674 51,388

Equivalence Scale Adjusted:

LIMEW 76,922| 91,023| 95,725| 87,242| 87,610| 104,386| 81,643| 95,656| 106,127| 93,082| 94,301 | 115,446
Base Income 47,172| 58,348| 61,529| 41,831| 53,394| 5,727| 53,976| 61,949| 70,840| 51,088| 60,242 6,389
Income from Wealth 7,079| 10,683| 14,285| 16,164 | 11,418 31,831| 7,708| 12,073| 16,756| 17,799| 13,249| 37,374
Net Government Expenditur¢ -1,593| -5,758| -9,411| -3,091| -5,073| 35,757| -949| -3,068| -8,524| -5,557| -4,456| 40,888
Household Production 24,264 | 27,749| 29,322| 32,339| 27,871| 31,071| 20,908| 24,702| 27,055| 29,752| 25,267| 30,795

After-tax Income 32,169| 37,205| 37,811| 24,319| 33,915| 10,660| 37,508| 40,888| 45,653| 30,288| 39,327 12,808

CDI 42,911| 51,908| 56,387| 47,037 | 49,715| 61,517| 49,524| 58,070 67,625| 54,999| 57,834 72,283

PFI 52,658| 63,274| 66,403| 54,904| 59,738| 73,315| 60,735| 70,954| 79,072| 63,330 69,034| 84,652
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Table 7b: Median LIMEW and Other Income Measures by Age of Head of Household, Canada, 2000 US D alhal 2009

1999 2005
<35 3544 | 4554 | 5564 | <65 65+ <35 3544 | 4554 | 5564 | <65 65+

LIMEW 53,658| 74,194| 76,175| 53,642| 65,333| 56,070 54,564 | 78,278| 79,730| 54,926 67,002| 62,283
Base Income 29,738| 43,176| 46,115| 19,112| 36,662| 1,073| 33,263| 44,817| 49,919| 25,078 38,690 0
Income from Wealth 1,218| 5,379 6,373| 4,808| 4,368| 11,613| 1,064| 4,373| 5,288 4,480| 3,613| 12,457
Net Government Expenditurg  -374| -2,848| -5,307 -621| -2,331| 21,630 -12 -857| -4,400| -1,528| -1,459| 24,647
Household Production 14,785| 20,337| 21,070| 18,548| 18,691| 15,344| 11,120| 17,427| 18,197| 16,123| 15,643| 15,295

After-tax Income 21,474| 28,507| 29,702| 14,223| 24,717| 7,380| 23,682| 30,306 33,470| 16,880| 26,948 8,371

CDI 27,706| 39,110| 42,224| 27,725| 34,721| 30,843| 31,390| 42,063| 46,406| 29,706| 37,938| 35,570

PFI 35,915| 50,762| 51,864| 33,241| 43,785| 38,158| 40,431| 55,870| 57,733| 35,152| 47,787| 42,962

Equivalence Scale Adjusted:

LIMEW 70,602| 82,273| 87,088| 77,524| 79,208 93,900| 74,235| 87,256| 92,733| 79,865| 83,818| 102,997
Base Income 40,757| 49,238| 53,959| 26,889| 45,401| 1,643| 47,786| 52,378| 60,350 35,570| 50,725 0
Income from Wealth 1,714| 6,053 7,396| 6,943| 5,215| 19,643| 1,402 5,171| 6,430 6,320, 4,578| 20,846
Net Government Expenditurg  -516| -3,127| -6,235 -834| -2,957| 39,048 -26 | -1,140| -5,247| -2,401| -2,047| 45,241
Household Production 19,970| 23,377| 24,808| 26,904| 23,184| 26,023| 15,580| 20,136| 21,671| 23,232| 19,714 25,479

After-tax Income 28,851| 32,375| 34,611| 19,771| 30,666| 13,284| 33,571| 35,699| 39,384| 25,029| 34,374| 15,788

CDI 37,193| 44,742| 49,255| 39,123| 42,835| 52,059| 43,499| 49,595| 56,001| 43,559| 48,290 58,982

PFI 47,375| 56,476| 59,700| 47,542| 53,395| 64,179| 55,243| 63,271| 67,836 52,238| 59,997 71,834




65

Table 8a: Mean LIMEW and Other Income Measures by Educational Attaiohtéewd of Household, Canada, 2000 US Dollars, 1999 and 2005

1999 2005
Less than High Nonuniversity | University | Less than High Nonuniversity | University
High School | PostSecondary Certificate High School | PostSecondary| Certificate
School Diploma Certificate or Degree School Diploma Certificate or Degree

LIMEW 58,811 67,077 71,377 98,450 62,971 72,460 75,114 98,351
Base Income 16,304 33,708 38,805 61,306 17,983 34,204 40,327 64,773
Income from Wealth 10,071 9,365 9,104 19,046 12,512 13,755 12,487 14,706
Net Government Expenditure 14,007 2,493 -214 -14,072 16,621 4,660 1,985 -11,383
Household Production 18,429 21,512 23,682 32,171 15,855 19,840 20,314 30,255

After-tax Income 14,927 23,122 25,467 34,666 17,181 23,779 27,439 39,089

CDI 32,543 37,166 38,854 57,477 38,435 43,781 45,206 58,473

PFI 40,382 45,566 47,695 66,279 47,116 52,619 54,800 68,096

Equivalence Scale Adjusted:

LIMEW 82,567 83,001 86,613 119,605 88,526 92,167 94,724 119,928
Base Income 19,755 41,181 47,085 75,819 22,055 42,084 51,117 80,804
Income from Wealth 15,445 12,483 11,882 24,763 18,791 19,018 16,560 18,664
Net Government Expenditure 22,484 3,482 -441 -18,589 26,324 6,573 2,362 -15,503
Household Production 24,883 25,855 28,088 37,612 21,355 24,492 24,685 35,963

After-tax Income 19,509 28,159 30,696 42,240 22,879 29,340 34,744 48,108

CDI 46,858 47,022 48,213 71,789 55,352 57,126 58,422 72,731

PFI 57,684 57,146 58,526 81,993 67,171 67,675 70,039 83,965
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Table8b: Median LIMEW and Other Income Measures by Educational Attainment of Head of Household, Canada, 2000 US Dollara)2999 and

1999 2005
Less than | High Schoo Non-university Uniygrsity Less than | High Schoo Non-university Univ_e_rsity
High Schoo| Diploma PostSt_a(_:ondary Certificate High Schoo| Diploma Pos‘eSe_:(_:ondary Certificate
Certificate or Degree Certificate or Degree

LIMEW 52,828 60,290 66,057 86,898 54,102 63,322 65,999 84,859
Base Income 1,631 27,556 34,424 51,121 3,444 25,827 32,938 53,288
Income from Wealth 5,020 3,566 4,680 10,676 3,905 5,329 4,362 5,152
Net Government Expenditure 15,906 2,209 -895 -9,937 18,258 4,316 1,389 -8,392
Household Production 14,943 17,020 18,776 24,393 12,201 15,302 15,015 22,787

After-tax Income 11,193 20,506 23,402 31,304 12,725 20,153 23,625 34,270

CDI 28,082 31,892 34,473 47,648 31,115 35,549 37,401 47,513

PFI 36,042 40,474 43,418 56,792 39,601 44,818 46,840 56,726

Equivalence Scale Adjusted:

LIMEW 76,702 76,407 80,544 106,615 79,922 82,228 85,407 106,237
Base Income 2,454 34,897 43,025 65,275 5,503 33,954 44,539 70,386
Income from Wealth 7,072 4,451 5,443 12,251 5,644 6,695 5,585 6,619
Net Government Expenditure 25,922 3,024 -1,090 -13,051 29,380 5,679 1,892 -11,096
Household Production 21,936 22,012 23,603 30,544 18,121 19,631 19,362 29,114

After-tax Income 18,090 26,087 29,220 39,770 20,418 25,631 31,371 44,629

CDI 42,191 41,568 43,569 61,533 46,612 48,168 49,145 61,849

PFI 53,452 52,178 54,544 72,025 59,370 58,863 61,334 73,753




Table 9a: Mean LIMEW and Other Income Measures by Region, Canada, 2000 US Dollars, 1999 and 2(
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1999 2005
Atlantic | Quebec| Ontario | Prairies CEIrlIJt:rS)Eia Atlantic | Quebec| Ontario | Prairies Cglr:}lns]gia

LIMEW 68,379| 64,828| 79,182 71,801 70,349| 65,880 66,814 84,123| 80,320 78,852
Base Income 28,372 30,895| 41,743 37,518 34,615 31,620 32,720| 43,772| 46,480 39,599
Income from Wealth 11,299 9,554| 12,685| 10,716 11,283| 8,254 9,410| 15,732| 11,930, 17,088
Net Government Expenditure 6,429 3,056 -979 1,427 1,138 6,363 5,980 790 1,370 435
Household Production 22,279 21,322| 25,733| 22,140 23,313| 19,643| 18,704| 23,829| 20,540 21,730

After-tax Income 20,943| 19,871| 27,634| 25,152 22,630 21,384 22,709| 29,431| 32,291| 26,616

CDI 38,044 34,378| 45,363| 40,734 39,077| 36,330 37,952| 51,345| 50,115 49,198

PFI 46,100 43,505| 53,449| 49,661 47,037 46,237| 48,110| 60,294| 59,780 57,122

Equivalence Scale Adjusted:

LIMEW 85,047 84,209| 96,767 91,011 90,175| 84,329| 88,887| 104,089| 103,351| 101,202
Base Income 33,784 39,325| 49,614| 46,102 43,516 39,241| 42,902| 52,891| 59,437| 50,039
Income from Wealth 15,046| 13,006| 16,933| 14,731 16,044| 11,454\ 13,112 20,914| 16,155| 23,475
Net Government Expenditure 9,231 4,959 -230| 3,093 1,959 8,945 8,732 1,877 2,299 1,178
Household Production 26,986 26,919| 30,450 27,084 28,656 24,689 24,140| 28,407| 25,459 26,510

After-tax Income 25,460 25,499 32,835 31,201 28,304 26,987 30,017| 35,698| 41,459 33,727

CDI 48,499 45,630| 56,775| 52,964 51,694 47,855| 51,567 65,105| 66,045/ 64,950

PFI 58,061| 57,290| 66,317 63,927 61,519| 59,641| 64,747 75,682| 77,892 74,692
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Table 9b: Median LIMEW and Other Income Measures by Region, Canada22D@llars, 1999 and 2005

1999 2005
Atlantic | Quebec| Ontario | Prairies CEIrlIJt:rS)Eia Atlantic | Quebec| Ontario | Prairies Cglr:}lns]gia

LIMEW 61,712 57,091| 68,639| 63,525 62,491| 57,175| 57,562 72,644| 69,846 66,311
Base Income 20,843| 22,722| 33,158| 29,667 26,711 22,221| 23,831| 33,944| 35,696 29,333
Income from Wealth 5,635 3,740 6,344| 5,223 5,273 2,381 3,054 6,241 4,432 5,728
Net Government Expenditurg 7,430 3,852 143 1,754 1,882 7,061 5,830 1,404 1,567 1,379
Household Production 17,919| 16,632 19,649| 16,815 17,585| 14,947 13,666| 17,647 14,934| 15,077

After-tax Income 18,194| 17,246| 23,767| 21,333 19,246 17,199| 19,336| 23,784| 26,331 21,221

CDI 32,833| 28,821 37,688 34,382 33,670| 30,646| 31,375 41,736| 41,266| 38,681

PFI 41,245| 38,241| 45,864| 43,755 41,844 39,645| 41,195| 50,774| 51,565| 47,060

Equivalence Scale Adjusted:

LIMEW 78,404 77,241| 86,426| 82,096 82,608 76,991| 81,332| 92,352| 91,159, 87,887
Base Income 25,218| 30,761| 40,434| 38,273 33,530| 29,633| 33,954| 42,609 47,950| 38,279
Income from Wealth 7,057 4,782 7,704 6,467 6,321 3,248 4,181 7,636 6,061 7,205
Net Government Expenditurg 9,708 5,599 194 | 2,405 2,642 9,392 8,341 1,797 2,081 1,859
Household Production 23,657 22,986 24,991| 22,118 23,524| 19,868| 19,112 22,782 19,731| 20,253

After-tax Income 22,879| 23,466| 29,443| 27,023 24,762| 23,282| 26,684 30,484| 34,579 28,532

CDI 42,855| 39,733| 49,342| 46,265 45,465| 42,111| 45,312 54,042| 55,337| 51,735

PFI 53,135| 51,908| 58,983| 57,359 55,729| 54,367| 59,369| 64,753| 67,729 61,689




Table 10: Composition of Households, 1999 and 2005
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1999 2005
Proportion Mean Proportion Mean
of Equivalence| Number of | Number of of Equivalence| Number of | Number of

Households Scale Adults Children Households Scale Adults Children
1 Adult, O Children 25.5 0.46 1.00 0.00 27.1 0.46 1.00 0.00
>1 Adult, 0 Children 41.0 0.78 2.41 0.00 42.9 0.78 2.40 0.00
1 Adult, >0 Children 4.7 0.78 1.00 1.65 4.2 0.79 1.00 1.67
>1 Adult, >0 Children| 28.8 1.04 2.29 1.81 25.7 1.04 2.32 1.78
0 Adults, >0 Children 0.1 0.74 0.00 1.29 0.1 0.72 0.00 1.17
All Households 100 0.77 1.95 0.60 100 0.76 1.94 0.53

Growth, 19992005 (Per cent per year)

Proportion Mean
of Equivalence| Number of| Number of

Households Scale Adults Children
1 Adult, O Children 1.02 0.00 0.00 0.00
>1 Adult, 0 Children 0.79 -0.08 -0.09 0.00
1 Adult, >0 Children -1.71 0.05 0.00 0.17
>1 Adult, >0 Children| -1.88 0.04 0.22 -0.30
0 Adults, >0 Children -4.68 -0.34 0.00 -1.58
All Households 0.00 -0.30 -0.08 -2.09
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Table 11: Remaining Life Expectancy by LIMEW and Household Income Quintiles, Canada, 1¢
2005

Quintile
Ratio of Top to Bottom
Quintile Basis All 1 2 3 4 5 | Quintile

1999
LIMEW 35.7| 34.2| 34.4| 36.3| 36.9| 37.0 1.1
Household Income 35.7| 27.9| 30.1| 39.7| 41.1| 39.9 1.4

2005
LIMEW 34.8| 34.1| 33.6| 35.2| 35.9| 354 1.0
Household Income 34.8| 26.3| 30.1| 39.1| 40.0| 38.7 1.5

Notes:

a. Householdhcome quintiles are based on total ptax income--that is, base income plus cash
transfers from the government.

b. Remaining life expectancy is the maximum of the expected remaining years of life of the
household's major income earner and his or Bpouse, given their current ages. It is an estimate
the number of years that the household is expected to remain in existence.
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Table 12: Mean household Ndrome Assets Holdings by LIMEW and Household Income Quintiles, Cani

1999 and 2005

LIMEW Quintiles

Asset Type Real Interest Rate | All | 1 | 2 ‘ 3 ‘ 4 | 5
1999
Real Estate and Business 2.20 44,196| 6,868| 13,776| 22,139| 36,074| 142,134
Liquid Assets 0.03 12,743| 4,728| 9,790| 11,516 13,511 24,170
Financial Assets 2.68 19,881| 3,470| 7,583| 9,402| 14,134 64,823
Pension Assets 2.68 90,373| 17,532| 41,716| 65,154| 105,337| 222,147
Non-mortgage Debt -4.12 12,034| 6,225| 7,814|10,942| 13,568 21,623
2005
Real Estate and Business 2.20 81,152| 9,234| 16,241 26,989| 44,456| 308,842
Liquid Assets 0.03 17,050| 5,068 11,122| 13,652| 18,570, 36,839
Financial Assets 2.68 26,802 2,650 5,924|11,971| 18,651| 94,814
Pension Assets 2.68 118,796| 18,241| 48,654 | 80,268| 142,273| 304,547
Nonmortgage Debt -4.12 19,884| 9,347| 12,082| 16,655| 21,560| 39,779
Household Income Quintiles
Asset Type Real Interest Rate | All ‘ 1 ‘ 2 ‘ 3 4 5
1999
Real Estate and Business 2.20 44,196| 18,902| 26,947| 34,293| 53,546| 87,357
Liquid Assets 0.03 12,743| 13,053| 14,970| 9,207 9,849| 16,646
Financial Assets 2.68 19,881| 15,239| 17,959| 9,355| 13,617| 43,289
Pension Assets 2.68 90,373| 45,427| 71,958| 57,360 92,936| 184,354
Nornrmortgage Debt -4.12 12,034| 5,104| 6,357| 11,083| 15,780, 21,858
2005
Real Estate and Business 2.20 81,152| 33,139| 61,713| 56,322| 62,963| 191,728
Liquid Assets 0.03 17,050| 16,120| 24,543| 12,810| 12,484| 19,313
Financial Assets 2.68 26,802| 12,704| 21,182| 18,344| 18,944| 62,866
Pension Assets 2.68 118,796| 59,335| 99,187| 81,209| 122,232| 232,150
Nornmortgage Debt -4.12 19,884| 8,460| 11,411| 17,127| 22,899| 39,539

Notes:

a. Household income quintiles are based on totatpreincome-- that is, base income plus cash transfers

from the government.
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Table 12a: Composition of Household Nwme Assets Holdings by LIMEW and Household Income Quin
Canada, Per cent, 1999 and 2005

LIMEW Quintiles
Asset Type Real Interest Rate All ‘ 1 ‘ 2 ‘ 3 ‘ 4 ‘ 5
1999
Real Estate and Business 2.20 25 18 17 19 20 30
Liquid Assets 0.03 7 12 12 10 7 5
Financial Assets 2.68 11 9 9 8 8 14
Pension Assets 2.68 50 45 52 55 58 47
Non-mortgage Debt -4.12 7 16 10 9 7 5
2005
Real Estate and Business 2.20 31 21 17 18 18 39
Liquid Assets 0.03 6 11 12 9 8 5
Financial Assets 2.68 10 6 6 8 8 12
Pension Assets 2.68 45 41 52 54 58 39
Nonrmortgage Debt -4.12 8 21 13 11 9 5
Household Income Quintiles
Asset Type Real Interest Rate ‘ All ‘ 1 ‘ 2 ‘ 3 ‘ 4 ‘ 5
1999
Real Estate and Business 2.20 25 19 20 28 29 25
Liquid Assets 0.03 7 13 11 8 5 5
Financial Assets 2.68 11 16 13 8 7 12
Pension Assets 2.68 50 46 52 47 50 52
Nonrmortgage Debt -4.12 7 5 5 9 8 6
2005
Real Estate and Business 2.20 31 26 28 30 26 35
Liquid Assets 0.03 6 12 11 7 5 4
Financial Assets 2.68 10 10 10 10 8 12
Pension Assets 2.68 45 46 45 44 51 43
Non-mortgage Debt -4.12 8 7 5 9 10 7
Notes:

a.Household income quintiles are based on total-tar income-- that is, base income plus cash transfers
from the government.
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Table 13: Mean Annual Hours of Household Production by LIMEW and Household Income Qu

Canada, 1999 and 2005

Quintile
Ratio of Top to Bottom
Quintile Basis All 1 2 3 4 5 | Quintile
1999
LIMEW 2,387| 732 1,552| 2,419| 3,172| 4,060 5.5
Household Income 2,387| 1,452| 2,319| 2,472| 2,668| 3,026 2.1
2005
LIMEW 2,251 601| 1,398| 2,226| 3,044 | 3,986 6.6
Householdncome 2,251 1,373| 2,188| 2,202| 2,565| 2,929 2.1

Note: Household income quintiles are based on totakaseincome-- that is, base income plus cas
transfers from the government.

Table 13a: Mean Annual Hours of Househidduction Per Adult by LIMEW and Household Inco
Quintiles, Canada, 1999 and 2005

Quintile
Ratio of Top to Bottom
Quintile Basis All 1 2 3 4 5 | Quintile
1999
LIMEW 1,226 630| 981| 1,216| 1,391 1,492 2.4
Household Income 1,226| 1,097| 1,258 1,143| 1,163| 1,142 1.0
2005
LIMEW 1,162 523 888 | 1,123| 1,340| 1,470 2.8
Household Income 1,162| 1,097| 1,258| 1,143| 1,163| 1,142 1.0

Note: Household income quintiles are based on totakaseincome-- that is, base income plus cas
transfers from thegovernment.



74

Table 14: Mean Number of Adults per Household by LIMEW and Household Income Quintiles,
Canada, 1999 and 2005

Quintile
Ratio of Top to Bottom
Quintile Basis All 1 2 3 4 5 | Quintile

1999
LIMEW 19| 1.2| 1.6| 2.0| 2.3| 2.7 2.3
Household Income 19| 1.2| 1.8| 20| 2.2| 2.6 2.1

2005
LIMEW 19| 1.1| 16| 20| 23| 2.7 2.4
Household Income 19| 13| 1.7| 1.9| 22| 2.6 2.0

Note: Household income quintiles are based on totaHapeincome-- that is, base income plus cas
transfers fromthe government.
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Table 15: Mean Hourly Value of Household Production by LIMEW and Household Income Quit

Canada, 1999 and 2005

Quintile
Ratio of Top to Bottom
Quintile Basis All 1 2 3 4 5 | Quintile
1999
LIMEW 9.81| 7.46| 7.83| 8.26| 9.18| 12.41 1.7
Household Income 9.81| 8.89| 8.87| 8.46| 9.26| 12.56 1.4
2005
LIMEW 951| 756| 7.67| 8.10| 8.99| 11.62 1.5
Household Income 951| 8.68| 8.72| 8.35| 8.92| 11.86 1.4

Note: Household income quintiles are based on totatgaeeincome--that is, base income plus cas
transfers from the government.

Table 15a: Impact of the Performance Index on Hourly Imputed Wage, Canada, Per cent, 199¢

2005
Quintile
Quintile Basis Al | 1] 2] 3] a] s
1999
LIMEW 6.8| -18.8| -14.8| -10.1| -0.1 35.1
Household Income 6.8| -3.2| -34| -79| 08| 36.7
2005
LIMEW 83| -14.0| -126| -7.8| 24 32.3
Household Income 83| -12| -0.7| -49| 15| 351

Note: Household income quintiles are based on totaljaneincome-- that is, baséncome plus cash
transfers from the government.
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Table 16: Decomposition of the Change in Household Production over20@30Period, Canada

Growth
Growth Rates Contribution(per
Levels (per cent per year) cent ofannual
growth rate)
1999 2005 19992005 19992005
Mean Value of Household
Production 23,415 21,397 -1.49
Hours 2,387 2,251 -0.97 65.30
Performance Index 1.07 1.08 0.23 -15.33
Base Wage 9.19 8.78 -0.75 50.26
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Table 17: Alternative Household Production Measures by LIMEW Quintiles, Canada, 1999 and 2005

LIMEW Quintile
Household Ratio of Top to
Production Performance | Equivalence Bottom
Measure Index Scale All 1 2 3 4 5 Quintile
1999
Baseline Yes No 23,415| 5,460( 12,153| 19,977| 29,117| 50,375 9.2
Alternative 1 | Yes Yes 28,479| 10,289| 18,410| 25,313| 34,773| 53,612 5.2
Alternative 2 | No No 21,929| 6,381| 13,849| 21,626| 29,419| 38,371 6.0
Alternative 3 | No Yes 27,267| 11,834| 20,716| 27,678| 34,903| 41,207 3.5
2005
Baseline Yes No 21,397 4,539| 10,729| 18,026| 27,375| 46,318 10.2
Alternative 1 | Yes Yes 26,310| 8,859| 16,028| 23,950| 32,750| 49,966 5.6
Alternative 2 | No No 19,766| 5,048| 12,045| 19,260| 27,166| 35,314 7.0
Alternative 3 | No Yes 24,807| 9,678 18,181| 25,562| 32,085| 38,530 4.0

Note: For each row, quintiles are defined with respect to the LIMIEAAis computed using the measure of household
production @rresponding to that row.







