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New evidence points to emerging regional divides in the
geography of earnings inequality in Canada.

Like the US, Canada has experienced pronounced growth in earnings inequality over the past
three decades. But what is less well known is how this inequality differs between regions. In new
research, Sébastien Breau finds that inequality is higher in the western provinces compared to
the eastern ones, and between urban and rural regions. He writes that these geographical
differences in inequality are linked to a region’s industrial composition, local demographics, and
the decline in unionization rates and cutbacks to government welfare programs. 

Since the Occupy movement mobilized the attention of the public back in the fall of 2011, the topic
of earnings inequality has sparked much discussion and debate in academic and policy circles. It is now well
known that over the last 30 years earnings inequality has been increasing in Canada. Driven in large part by the
growing concentration of incomes at the top end of the distribution, this increase in inequality was particularly
pronounced from the early 1990s to the mid-2000s, a period when it grew in Canada at a faster and more
sustained pace than in the US.

Despite a growing body of literature documenting this trend at the national-level, much less is known about
changes in the geography of earnings inequality across the Canadian landscape and about how differences in
place-based characteristics may influence regional trajectories of inequality. New research using micro-data files
from the 20 percent long-form sample of the Canadian Census of Population suggests that significant regional
divides are indeed emerging.

Figure 1 maps out values of the Gini coefficient across Canadian census divisions (i.e., these are similar to
counties in the US). The Gini coefficient is a well-known summary index of inequality with values ranging between
0 and 1. The higher the value of the Gini, the more unequal is the distribution of earnings. In the map below, red
shaded areas represent regions with highly unequal wage distributions whereas blue shaded areas represent
regions with more equal distributions of earnings. The darker the shading the more pronounced the inequality
(either high or low).

Figure 1 – Regional Gini coefficient values, classification map, 2006
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A quick scan across the country reveals the first apparent geographical divide between regions in western
provinces (where inequality is generally higher) and eastern provinces (where inequality is lower). Pockets of high
levels of inequality are clearly visible in Alberta, particularly in the corridor which stretches north-south from
Edmonton to Calgary, and in neighbouring Saskatchewan. While the resource and energy boom has created
opportunities for many workers in these Prairie provinces, not everyone appears to be benefiting equally. Further
pockets of high inequality are also visible in Newfoundland (where the offshore oil industry has been growing
rapidly since the mid-1990s) as well as in central Canada where the Toronto-Peel-York conurbation stands out. In
contrast, 9 of 10 regions with the lowest levels of inequality are found in Quebec, a province which has
traditionally had a more broadly developed set of income support and social assistance policies within the
Canadian federation.

Although less apparent from this map, a second geographical divide emerges between urban and rural regions
when we look at changes in the Gini coefficients over time. From 1996 to 2006, earnings inequality in highly urban
regions (defined as census divisions with more than 50 percent of their populations living in a census metropolitan
area) increased more than four times faster than in rural regions.

How do we explain such differences in the spatial distribution of earnings inequality? Using a statistical model that
allows us to control for the nested structure of regions within provinces, we find evidence that four broad sets of
factors are having an effect on regional patterns of inequality.

First, it is clear that the industrial composition of a region has a significant influence on levels of inequality. In
particular, deindustrialization or the declining share of workers employed in manufacturing industries has led to a
rise in inequality across Canadian regions. Similarly, regions with higher levels of unemployment also have more
unequal distributions of earnings.

Second, on the social and demographic front, an increase in the range of differentials between the wages of
more- and less-educated workers in the labour force is a significant contributor to higher levels of inequality.
Differences in a region’s age structure also account for the patterns observed as population aging tends to add
pressures on the active labour force and can lead to higher levels of inequality. Likewise, regions with higher
proportions of visible minorities typically exhibit higher levels of inequality.

Third, a region’s population size and density also matter in predicting differences in levels of inequality. Larger and
more densely populated regions give way to various types of agglomeration economies which in turn lead to the
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potential for greater differences in productivity and earnings.

Finally, in terms of the institutional setting, there is evidence that the steady decline in unionization rates and
cutbacks to government transfer programs have also had a negative impact on earnings inequality across
different regions of the country.

From a policy-perspective, these findings suggest that both place- and person-based factors are important in
shaping regional patterns of inequality. Previous assertions that the new social policy paradigm in Canada, which
has shifted the emphasis to learning and investment in human capital away from income distribution, is being
asked to carry too much weight seems plausible. Yes, the development of human capital is important but it is not
enough on its own. More attention must be given to the contrasts in the spatial patterns observed herein and to
on-going changes to the economic, social and demographic dynamics of regions, as well as to the changing
contours of provincial-level institutions. 

This article is based on the paper “Rising inequality in Canada: A regional perspective”  recently published in the
journal Applied Geography.
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