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Chapter 4
The Canadian Consumer Tax 
Index and Tax Freedom Day

IT IS ALWAYS SATISFYING TO FIND one number, or index, that neat-
ly summarizes a complicated issue. It is seldom the case that such a
number exists. IQ scores, for instance, do not say everything about an
individual’s intelligence and the speed of a computer chip can only give
a rough idea of how that computer will perform. The same is true of
Canadian taxes. Our system is complex and there is no single number
that can give us a complete idea of who pays how much, and how the
system has changed over time. That said, we can introduce two of the
better indicators of the state of the tax burden of the average Canadian
family: the Canadian Consumer Tax Index and Tax Freedom Day.

The Canadian Consumer Tax Index
For individual taxpayers, the most interesting variable is how much tax
they actually have to pay. In The Fraser Institute’s first tax study, How
Much Tax Do You Really Pay? (Walker 1976b), we devised an index that
we called the Canadian Consumer Tax Index (CCTI). Its purpose was
to provide a summary-at-a-glance of what has been happening to the
tax bill faced by the average Canadian family over the years since 1961.

Some readers of that book found the tax index too simple—it
failed to take into account how the tax money was spent by govern-
ments and, therefore, showed only one side of the ledger (McGillivray
1976). In our analyses, revenue collection and government spending
are considered separately because they are distinct government actions.
Government spending is considered in various publications including
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Government Spending Facts 2 (Horry and Walker 1994), and our govern-
ment report cards (Law, Markowitz and Mihlar 1997; Boucher 1998;
Chera and Mihlar 1998; Clemens and Emes 2001). Further, the index
in that first study and in all subsequent studies has been widely used
by financial and consumer affairs columnists across the country to de-
scribe how the Canadian tax system has evolved. Moreover, it has been
in continuous use ever since its release and has been described as the
most up-to-date measure of the extent of Canadian taxation.

What is the Canadian Consumer Tax Index?
The Canadian Consumer Tax Index tracks the total tax bill paid by a Ca-
nadian family with average income. The “consumer” in question is the
taxpaying family, which can be thought of as consuming government
services. The Consumer Price Index measures the average price that
consumers pay for the goods and services that they buy of their own
choice. The CCTI measures the price of goods and services that govern-
ment buys on behalf of its constituents (see table 4.1 and figure 4.1).

The CCTI is constructed by calculating the difference in the tax
bill of an average Canadian family from the tax bill in the base year of
1961 for each of the years included in the index. Now, while each of
these families had average income in the year selected, the family is not
the same one from year to year. The objective is not to trace the tax ex-
perience of a particular family but rather to plot the experience of a
family that was average in each year.

The CCTI thus answers the following question: How has the tax
burden of the average family changed since 1961, bearing in mind that
the average family has itself changed in that period? We can note, for
example, that the average family in 2000 is headed by an older person,
one who is more likely to own a car and a house, and has fewer mem-
bers than the average family in 1961 (see Dominion Bureau of Statis-
tics 1962 and Statistics Canada 1983 and 2000). Most important, the
family’s earned income increased by 923% over the period.

The basis of the CCTI is the total tax calculation presented in the
“Tax Bill” column of table 4.2. Calculations of income and tax were

Table 4.1: The Canadian Consumer Tax Index (1961=100)

1961 100 1981 682 1994 1,177

1969 186 1985 886 1996 1,270

1974 324 1990 1,116 1998 1,384

1976 357 1992 1,113 2000 1,451

Source: The Fraser Institute, 2001.
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Source: Table 4.1.

Figure 4.1: The Canadian Consumer Tax Index, 1961-2000

Table 4.2: Taxes paid by the average Canadian family (families and 
unattached individuals), 1961–2000

Average cash 
income ($)

Total income be-
fore tax ($)

Tax bill ($) Increase in tax 
bill over base 

year (%)

1961 5,000 7,582 1,675 —

1969 8,000 11,323 3,117 86

1974 12,500 17,976 5,429 224

1976 16,500 21,872 5,979 257

1981 27,980 38,758 11,429 582

1985 32,309 46,451 14,834 786

1990 43,170 60,195 18,693 1,016

1992 43,598 61,325 18,635 1,013

1994 44,355 64,927 19,718 1,077

1996 45,385 67,373 21,280 1,170

1998 47,943 70,775 23,190 1,284

2000 51,174 76,236 24,309 1,351

Source: The Fraser Institute, 2001.
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made for a selection of years beginning in 1961 and ending in 2000.
The results show that the tax bill of the average Canadian family has
increased by 1,351% from 1961 and that the index has a value of 1,451
for 2000 (see table 4.5).

Part of that increase reflects the effects of inflation. In order to
eliminate the portion of the increase due to the erosion of purchasing
power, we have also calculated the tax index in real dollars—that is, dol-
lars of 2000 purchasing power. While this adjustment has the effect of
reducing the steepness of the index’s path over time, the real-dollar tax
index, nevertheless, increased by 140.0% over the period (see table 4.3).

What the Canadian Consumer Tax Index shows
The dramatic increase in the CCTI over the period from 1961 to 2000
was produced by the interaction of a number of factors. First, there was
a dramatic increase in incomes over the period and, even with no change
in tax rates, the family’s tax bill would have increased substantially:
growth in family income alone would have produced an increase in the
tax bill from $1,675 in 1961 to $17,143 in 2000. The second contributing
factor was a 41.8% increase in the tax rate faced by the average family.

The increase in the tax burden is even greater when deferred tax-
ation, in the form of deficit financing, is included. Figure 4.2 shows
what the CCTI looks like when the annual deficits of governments are
added to the tax bill. From the mid-1970s until recently, federal and

Table 4.3: Inflation-adjusted tax bill and Consumer Tax Index, 1961–2000

Tax Bill (2000 $) Percent change in taxes since 1961

1961 10,129 —

1969 15,063 48.7

1974 19,740 94.9

1976 18,224 79.9

1981 21,942 116.6

1985 22,365 120.8

1990 22,655 123.7

1992 21,072 108.0

1994 21,859 115.8

1996 22,722 124.3

1998 24,146 138.4

2000 24,309 140.0

Sources: The Fraser Institute, 2001; Statistics Canada, The Consumer Price Index, 
cat. no. 62-001.
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provincial governments resorted to issuing debt to finance a signifi-
cant portion of their expenditures. Politicians seem finally to have re-
covered from their infatuation with this form of taxation: the federal
government and all but three provincial governments announced bal-
anced budgets in 2000 and the provinces as a whole posted a surplus
in 1999/2000.

What if we got rid of the debt?
A deficit is the amount that government must borrow in any given year
to finance spending in excess of revenue. Over the years, these deficits
accumulate. This accumulation is known as the debt. All debt must one
day be paid off, either by increased taxes or reduced services. There is
simply no getting around this fact. Getting rid of deficits is not the
same as getting rid of the debt. How would the average Canadian fam-
ily’s tax burden change if all levels of government decided to eliminate
their debts by the year 2020? Assuming a favourable growth rate for
real income of 4%, population growth of 0.8%, and no change in gov-
ernment spending per capita, the average Canadian family’s tax bill
would rise by $2,320 in the first year to pay off the debt within 20 years.
The average family’s tax rate would jump from 47.5% in 2000 to 52.0%
in 2001 and gradually fall to 27.7% in 2020 as seen in figure 4.3.
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Figure 4.2: The Balanced Budget Tax Index, 1961–2000
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Taxes versus the necessities of life
While the CCTI shows how the average family’s tax bill has changed
over the past 39 years, that information becomes even more significant
when it is compared with other major expenditures of the average Ca-
nadian family for shelter, food, and clothing.

Table 4.4 compares the average dollar amount of family cash in-
come, total income before tax, and total taxes paid with family expendi-
tures on shelter, food, and clothing. Figure 4.4 compares the tax bill to
spending on basic needs. It is clear from these figures that taxation has
not only become the most significant item that consumers face in their
budgets but that it is also growing more rapidly than any other single
item. This is made more evident in table 4.5 and figure 4.5, which show
the various items as indices based on 1961 values. Total income before
tax rose by 905% during the period from 1961 to 2000, prices rose by
505%, expenditures on shelter by 829%, food by 388%, and clothing by
391%. Meanwhile, the tax bill of the average family grew by 1,351%.

Table 4.6 and figure 4.6 present the same information expressed
as a percentage of total income before tax. Total income before tax is a
broader measure of income than cash income since it includes
non-cash items such as interest accumulated on pension fund income
but not cashed by the recipient. In this form, the data reveal some in-
teresting comparisons.

19
99

20
00

20
01

20
02

20
03

20
04

20
05

20
06

20
07

20
08

20
09

20
10

20
11

20
12

20
13

20
14

20
15

20
16

20
17

20
18

20
19

20
20

25

30

35

40

45

50

55

T
ax

 R
at

e 
(%

)

Sources: Statistics Canada; 2000 Federal Budget; calculations by the authors.

Figure 4.3: The impact of gross government debt repayment 
on the average Canadian family, 1999-2020
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• In 1961, the average family had to use 37.3% of its income to pro-
vide itself with shelter, food, and clothing. In the same year,
22.1% of the family’s income went to government as tax.

• By 1981, the situation had been reversed and 29.5% of income
was taken by government in the form of taxes, while only 29.2%
was used to provide the family with shelter, food, and clothing.

• By 2000, the situation had become worse. Whereas the proportion
of income consumed by taxes had continued to increase, the frac-
tion of income spent on necessities (shelter, food, and clothing) had
dropped dramatically. The average family spent 24.6% of its income
on the necessities of life while 31.9% of its income went to taxes.

• The sum of taxes and spending on necessities accounts for 56.5%
to 62.1% of total income before tax for all the years shown, with
taxes representing a much larger share in 2000 than in 1961.

Table 4.4: Income, taxes and selected expenditures of the average 
Canadian family (dollars)

Average cash 
income

Total 
income 

before tax

Average 
tax bill

Average expenditures*

Shelter** Food Clothing

1961 5,000 7,582 1,675 1,130 1,259 435

1969 8,000 11,323 3,117 1,497 1,634 654

1974 12,500 17,976 5,429 2,294 2,320 886

1976 16,500 21,872 5,979 3,134 2,838 1,119

1981 27,980 38,758 11,429 5,381 4,440 1,499

1985 32,309 46,451 14,834 6,984 4,899 2,141

1990 43,170 60,195 18,693 8,776 5,745 2,234

1992 43,598 61,325 18,635 9,501 5,956 2,171

1994 44,355 64,927 19,718 9,513 6,019 2,086

1996 45,385 67,373 21,280 9,525 6,082 2,001

1998 47,943 70,775 23,190 10,100 5,995 2,112

2000 51,174 76,236 24,309 10,503 6,139 2,136

Sources: Statistics Canada, Urban Family Expenditure, catalogue 62-549, 62-547, 62-
544, 62-537, 62-535, 62-541, 62-525, 62-555; 1990, 1992, and 1996 Family Expendi-
ture Surveys; Survey of Household Spending (1998); The Consumer Price Index, 62-
001; The Fraser Institute 2001.

* All expenditure items include indirect taxes.

** Average Shelter Expenditures for years prior to 1998 are estimates. The estimate is
to take account of a change in the definition of shelter between the Family Expendi-
ture Survey and the Survey of Household Expenditures.
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Figure 4.5: How the Canadian Consumer Tax Index has increased relative 
to other indices, 1961-2000
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Table 4.5: Income, tax, and expenditure indices (1961=100)

Table 4.6: Taxes and expenditures of the average Canadian family 
(percentage of total income before tax)

Income Tax Consumer 
Prices

Average expenditures*

Average 
cash 

income

Total 
income 

before tax

Consumer 
Tax 

Index

Average 
CPI

Shelter Food Clothing

1961 100 100 100 100 100 100 100

1969 160 149 186 125 132 130 150

1974 250 237 324 166 203 184 204

1976 330 288 357 198 277 225 257

1981 560 511 682 315 476 353 345

1985 646 613 886 401 618 389 492

1990 863 794 1,116 499 776 456 514

1992 872 809 1,113 535 840 473 499

1994 887 856 1,177 545 842 478 479

1996 908 889 1,270 566 843 483 460

1998 959 933 1,384 581 894 476 485

2000 1,023 1,005 1,451 605 929 488 491

Percentage increase 1961–2000

923 905 1,351 505 829 388 391

Sources: Table 4.4; The Fraser Institute 2001. Note: All figures in this table are con-
verted to indices by dividing each series in table 4.5 by its value in 1961, and then mul-
tiplying that figure by 100. * All expenditure items include indirect taxes.

Taxes Expenditures

Basics* Shelter Food Clothing

1961 22.1 37.3 14.9 16.6 5.7

1969 27.5 33.4 13.2 14.4 5.8

1974 30.2 30.6 12.8 12.9 4.9

1976 27.3 32.4 14.3 13.0 5.1

1981 29.5 29.2 13.9 11.5 3.9

1985 31.9 30.2 15.0 10.5 4.6

1990 31.1 27.8 14.6 9.5 3.7

1992 30.4 28.7 15.5 9.7 3.5

1994 30.4 27.1 14.7 9.3 3.2

1996 31.6 26.1 14.1 9.0 3.0

1998 32.8 25.7 14.3 8.5 3.0

2000 31.9 24.6 13.8 8.1 2.8

Source: Table 4.5. * the sum of Shelter, Food, and Clothing.
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Tax Freedom Day
The CCTI is only one tool for evaluating the Canadian tax system. An-
other easily understood and revealing measure is the Tax Freedom Day
of the average Canadian family. For the purposes of calculating Tax
Freedom Day, the average Canadian family is the family whose income
is the average income of all families with two or more members. Tax
Freedom Day is that day of the year when the average family has done
enough work to pay the total tax bill imposed on it by the federal, pro-
vincial, and municipal governments. It is calculated as the percentage
of cash income the family pays in tax multiplied by 365 days to arrive
at the number of days of work required to pay the total tax bill. If 50%
of one’s income goes to taxes, then one must work one-half the year for
government, and one’s Tax Freedom Day falls on July 2. In 1961, Tax
Freedom Day fell on May 3. Since then, it has advanced 58 days, so that
in 2000 it fell on June 30.
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Figure 4.6: Taxes and expenditures of the average Canadian family 
(percentage of total income before tax)


