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Thanks to a substantial accumulation of research, we now know a good deal 
about earnings inequality in Canada in terms of its overall level, the sub-group 
patterns Ce.g., by age, sex and level of education), and the shifts which have 
occurred over time. l There is, however, one area in which our understanding is 
virtually nil: earnings inequality at the provincial level. 2 

The contribution of this paper is to report the results of an empirical analysis 
of earnings inequality at the provinciallevel over the 1982-1994 period based on 
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1.	 Recent work includes Beach and SlolSve (1996), Beach and Finnie (1998), Burbidge et al 
(1997), Finnie (l997b), Morissene et al (l995), Picot (1997), Wolfson (1997), Wolfson and 
Murphy (1997), and Zyblock (1996). 

2.	 Sharpe and Zyblock (l997) look (briefly) at family income inequality across regions -- as 
opposed to the focus on individuals, earnings, and specific provinces adopted here, while 
various Statistics Canada publications also document family income inequality but not 
individual eamings inequality by province (e.g., Statistics Canada 1994). 
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the recently available Longitudinal Administrative Database. The paper addresses 
the following questions: 

~ Were there significant differences in earnings inequality by province over 
this period? If so, were there any ciear tendencies along regionallines or any 
other provincial characteristics, such as industrial base or income levels 
(i.e., the richer versus poorer provinces)? 

~ Were the inequality patterns consistent across age-sex groups? For example, 
in provinces where there was greater inequality among men, were women's 
earnings also more unequally distributed? Related to this, were the provin
cial differences at the aggregate level due to common patterns across ail age
sex groups or due to "composition effects" (i.e., different proportions of 
lower/higher inequality age-sex groups across the provinces)? 

~ We're there any significant shifts in eamings inequality at the nationallevel 
or in the provincial patterns over the period covered by the analysis? In 
particular, was there "convergence" (with reductions in inequality in the 
high inequality provinces and increases in the low inequality provinces), 
increased divergence, or were the changes more idiosyncratic than to allow 
for such broad characterisations? 

~ Do the patterns change when inequality is measured using earnings averaged 
over several years at the individual level - that is, taking earnings mobility 
into account? 

~ What are the patterns when other income measures are considered, such as 
when other sources of market income and transfers are included, or when 
taxes are subtracted out? 

The results presented here thus provide an empirical view of labour market 
outcomes at the provinciallevel which should add to our general understanding 
of work and pay in Canada and also provide evidence on the effects of adding 
other income sources and taxes to the distribution of final incomes in each prov
ince. The paper thus furnishes new information on the regional nature of labour 
markets in Canada, a topic addressed at the internationallevel in OECD (2000). 

Furthermore, this cornes in a context where it is not obvious what the ex
pected patterns would be. One might, for example, hypothesize that the more 
resource-based provinces would be characterised by greater levels of inequality 
than others, but the wide variance in earnings across the burgeoning service 
sector which is more important in other regions, from the infamous "hamburger 
flippers" to those in the high powered upper reaches of the financial sector, 
might lead ta the opposite result. Similarly, it is not c1ear if inequality would be 
greater in the generally poorer provinces, driven by the greater numbers of 
individuals at the bottom end of the distribution, or in the wealthier jurisdictions 
where those at the top end comprise a larger upper tail. As for other province
specific effects, have Quebec and Saskatchewan, generally thought of as having 
stronger "social democratic" traditions than the other provinces, been character
ised by lower levels of earnings inequality than elsewhere, and did earnings 
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inequality increase in Alberta in the early 1990s with the advent of a new fiscal 
regime? The results reported below provide answers to these and related ques
tions. 

While these findings are probably directly related to no single policy ques
tion, they should provide very useful background information for myriad issues 
relating to social programs, public finance, and other policy questions. In particu
lar, and to quote from the introduction to a recent volume on polarisation, "The 
spectre of a society divided more sharply between "haves" and "have-nots" is 
one of the driving forces behind initiatives at both the federal and provincial 
levels to reconfigure the existing web of social and employment policies." (Ban
ting et al 1995: 2). And as inequality is of vital importance at the nationallevel, 
inter-provincial differences in inequality are surely also significant, with implica
tions for policy initiatives at both levels of government. The information provided 
in this paper might be especially useful at a time when the proposed "social 
union" is in its nascent stage -- especially in a historical context where the prov
inces have often been the font of social policy experimentation. 

The paper is laid out in a straightforward fashion: the next section discusses 
the LAD data, the selection of the sampies employed in the analysis, and various 
methodological points; the presentation of the empirical findings then follows; 
and the paper concludes with a summary of the major findings, a discussion of 
their policy implications and suggestions for future work. 

The Data and the Analytical Framework3 

General Characteristics of the LAD File 

The recently available Longitudinal Administrative Database ("LAD") used in 
this analysis constitutes a ten-percent longitudinal sampie of Canadian tax filers 
constructed from Revenue Canada tax files. 4 Individuals are selected into the 
LAD according to a random number generator based on Social Insurance Num
bers (SINs) and are then followed over time, with family level information added 
to individuals' records where appropriate based on various matching algorithms 
developed by Statistics Canada. Individuals drop out of the LAD if they become 
non-filers (due to death, leaving the country, or simply choosing to no longer 
file), while new filers (predominantly young people and immigrants) contmually 
refresh the database in the one-in-ten ratio. The LAD thus comprises a dynamic 
representative sample of Canadian tax filers. For this work, the file ran from 
1982 through 1994 (updates are made as new data become available). 

The LAD's coverage of the adult population is very good since, unlike sorne 
other countries (such as the U. S.) the rate of tax filing is very high: higher 

3. See Finnie (l997b) for further discussion of the material covered in this section. 
4. Since the time this work was started, the file has been increased to a 20 percent sample. 
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income Canadians are required to do so, while lower income individuals have 
strong incentives to file in order to recover income tax and other payroll tax 
deductions made throughout the year and ta receive various tax credits. The full 
set of tax files from which'the LAD is constructed are estimated to coyer from 
91 to 95 % of the target adult population (official population estimates) over this 
period, thus comparing favourably with other survey-based databases, even 
rivalling (or even surpassing) the official population census in this regard. 5 

The large number of observations in the LAD (roughly in the two million 
range on an annual basis) is critical to this analysis of eamings inequality at the 
provinciallevel, as they provide the sample sizes to carry out such an investiga
tion which other standard Canadian databases (such as the earlier Survey of 

. Consumer Finance and current SUD) lack, especially at the disaggregated level 
(by age and sex). The work reported below is primarily based on a more manage
able, yet still generally sufficiently large, one-percent version of the file (i.e., 
one percent of the tax filer population), except for Prince Edward Island, for 
which calculations were carried out using the larger sample to ensure sufficient 
sample sizes, especially at the sub-group level. 

The LAD includes information derived from individuals' tax forms: basic 
demographic characteristics, income (sources, amounts), deductions, taxes. Most 
critical to this analysis is the excellent quality of the income information. The 
earnings variable (wage and salary income) focused on here is an appropriate 
measure which is provided in a consistent manner over the full period covered 
by the database. 6 Total income, including ail other private sources (e.g., net self
employment and professional income, investment income, and government 
transfers), is also considered, as is post-tax/post-transfer income (federal and 
provincial tax payable is read directly from individuals' records), and the result
ing patterns are different from the earnings-only findings in sorne interesting and 
important ways. 

In order to avoid distortions caused by outlier observations, extreme earnings 
values were capped by calculating the mean eamings level of those in the top 
one-tenth of the highest earnings percentile in each year, determining the average 
of this value (in constant dollars) over the entire 1982-94 period, and then assign
ing individuals with earnings above this fixed cut-off the cap's value ($246,600).7 

5.	 Coverage is, not surprisingly, weakest for older married woman and others who tend to have 
no labour market earnings. who woulcl not be inclucled in this analysis in any event. 

6.	 See Atkinson et al (1992) and OECD (1996) for discussions of the typical advantages of 
administrative data over survey data in terms of population coverage ancl the accuracy of 
income measures. 

7.	 In previous related work by the author (Finnie 1997b), eamings were not capped, and despite 
the large sample sizes which characterise the LAD, it became c1ear that the inclusion of a few 
outlier observations was sufficient to significantly affect the Gini calculations of certain groups 
in certain years -- older men in the very late 1980s and early 1990s in particular -- with these 
effects to sorne extent spilling over to the more aggregated Gini calculations (ail men, ail 
eamers) in those yea rs. 
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The Selection of the Working Samples 

The samples used in this analysis embody the following restrictions imposed on 
a year-by-year basis -- that is, individuals were included in the calculations for 
the years they met the inclusion rules, excluded in other years. First, the person 
had to have at least $1,000 (in 1994 constant dollars) of wage and salary income, 
thus giving a broad representation to the study while deleting those with only 
very marginal attachment to the labour force, including those who filed only to 
collect tax credits. 8 Second, individuals were excluded if they had more than 
$1,000 in (gross) self-employment income due to the ambiguous nature of this 
revenue source (which is partly a return to capital and entrepreneurship and 
partly a form of earnings) and problems relating to its gross versus net form in 
a context where there are incentives to declare deductions in order to reduce tax 
payable. Third, individuals under twenty years of age were deleted to exclude 
students and other younger workers who often have a generally looser attachment 
to the labour force, while those aged sixty-five and over were dropped to avoid 
issues relating to the move into retirement. Finally, full-time post-secondary 
students were deleted on the grounds that they have only a secondary attachment 
to the labour force and their earnings do not accurately reflect labour market 
opportunities. 9 

For the results for ail earners taken together and by sex which take up the 
greatest part of the discussion, the smallest number of observations on which the 
calculations are based is 710 (Newfoundland Women), which should be sufficient 
to generate statistically reliable estimates, especially since most of the analysis 
is based on averaging sets of three years' worth of results together (see below). 
The more detailed age-sex results referred to are, of course, based on smaller 
samples, dipping as low as 40 in the case of older women in Newfoundland. 10 

8.	 The term "effective labour force participants" is found in Wolfson and Murphy (1997), where 
a $500 ($1995) cut-off is used, as in other work by these authors. In general, different 
researchers use different lower cut-offs (Finnie 1997b). 

9.	 See Finnie (l997b) for the effects of these exclusions on sample sizes. 
10.	 One can attempt to estimate standard errors of Gini coefficients, but this is rarely done clue 

10 the complex and still uncertain nature of the exercise. However, see Wolfson (1997), and 
Zyblock (1996), who follow the work of Kovacevic and Binder (1995) and Binder and 
Kovacevic (1995), for examples where such calculations are in fact carried out. The task 
would be especially challenging in the present case due tO the large number of Gini 
coefficients which comprise the analysis, as weil as the use of the three year averages. The 
value of the exercise would, furthermore, be limited in a context where the discussion focuses 
on the strongest and most enduring patterns .- as opposed tO specific findings or narrow 
hypothesis tests. Hence, standard errors are not included in the work reported here. 
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Gini Coefficients and the Framework of the Analysis 

The inequality measure employed in this analysis is the Gini coefficient, an 
intuitively appealing and widely used scalar measure which indicates the degree 
to which the distribution of earnings departs from perfect equality, with a higher 
coefficient indicating greater inequality. Gini coefficients are based on Lorenz 
curves, which plot the cumulative percentage of a population along the horizontal 
axis from lowest to highest incorne levels and the cumulative percentage of 
income going to the population at each of these points along the vertical axis, 
each scale running from zero to 100. Perfect equality is, therefore, represented 
by a straight line running diagonally from the lower left corner to the upper right 
corner of the Lorenz box, the bottom x percent of the population having a com
mensurate x percent of total income, and so on. The Gini coefficient is then 
calculated as the area between the perfect equality diagonal and the Lorenz curve 
relative to the Lorenz area (the entire area under the diagonal). A higher coeffi
cient indicates a more "bowed out" Lorenz curve -- greater earnings inequality. 

Gini coefficients are calculated for al1 earners, for al1 men and women, and 
for eight age-sex groups (age being that obtaining at the end of the relevant 
tax/calendar year as reported on tax forms): "entry" (20-24 inclusive), "youn
ger" (25-34), "prime" (35-54), and "older" (55-64). The results by age group 
are, however, not reported here and are discussed only briefly. This focus on the 
more aggregated results stems from the fact that the more detailed findings 
general1y fol1ow the patterns at the broader level, and because the more detailed 
results are less precise due to the smal1er numbers of observations available. 

In order to focus on the principal patterns across provinces and the trends in 
these patterns over time, the bulk of the results reported below represent the 
averages of the annual Ginis calculated over various three year periods: 1982-84, 
1987-89 and 1992-94. The first and third periods represent the earliest and latest 
years of data available and, furthern10re, coyer roughly comparable points in the 
business cycle, al10wing for meaningful comparisons over the longest time frame 
possible, while the middle years provide the alternative reference point of an in
between period generally characterised by strong growth. These "smoothed" 
provincial Ginis are also shown scaled in relation to the nationallevel Ginis, thus 
clearly illustrating which provinces lie above the nationallevel, which lie below, 
and how these patterns have moved over time. 

The Empirical Findings 

Earnings Inequality by Province -- Ali Earners 

Table 1 shows the annual Ginis for ail earners taken together at the nationallevel 
and for each province on an annual basis over the full 1982-94 period, while 
Table 2 and Figure la show the selected three-year averages described above, 

.' 
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TABLE 1 Gini Coefficients by Province 

1982 1983 1984 1985 1986 

Ali Earners 

1987 1988 1989 1990 1991 1992 1993 1994 

Cd.n 0.382 0.389 0.390 0.390 0.390 0.388 0.387 0.388 0.389 0.396 0.398 0.400 0.402 

NF 0.436 0.451 0.454 0.462 0.462 0.462 0.464 0.463 0.458 0.475 0.478 0.473 0.460 

NS 0.392 0.410 0.402 0.414 0.408 0.408 0.408 0.405 0.411 0.414 0.416 0.420 0.418 

PE 0.417 0.430 0.440 0.435 0.443 0.437 0.423 0.428 0.421 0.438 0.442 0.440 0.427 

NB 0.405 0.421 0.427 0.429 0.430 0.430 0.422 0.420 0.423 0.430 0.430 0.426 0.427 

PQ 0.381 0.381 0.382 0.381 0.382 0.379 0.377 0.379 0.383 0.390 0.395 0.396 0.393 

ON 0.377 0.384 0.384 0.384 0.383 0.379 0.376 0.376 0.378 0.384 0.386 0.389 0.394 

MN 0.374 0.378 0.375 0.369 0.370 0.370 0.373 0.376 0.371 0.384 0.377 0.378 0.385 

SK 0.370 0.381 0.383 0.385 0.385 0.380 0.385 0.388 0.387 0.392 0.390 0.388 0.395 

AL 0.377 0.384 0.394 0.391 0.397 0.396 0.393 0.390 0.391 0.399 0.399 0.410 0.416 

BC 0.372 0.382 0.389 0.390 0.390 0.395 0.394 0.392 0.392 0.398 0.395 0.395 0.397 

Men 

Cdn 0.340 0.351 0.351 0.349 0.350 0.347 0.348 0.350 0.358 0.369 0.374 0.377 0.380 

NF 0.402 0.426 0.427 0.442 0.429 0.428 0.427 0.436 0.428 0.450 0.450 0.443 0.435 

NS 0.347 0.369 0.358 0.368 0.364 0.355 0.360 0.353 0.367 0.375 0.385 0.383 0.381 

PE 0.396 0.410 0.419 0.418 0.422 0.420 0.404 0.412 0.407 0.434 0.437 0.433 0.422 

NB 0.369 0.394 0.400 0.402 0.400 0.394 0.391 0.380 0.391 0.406 0.407 0.410 0.406 

PQ 0.350 0.352 0.350 0.345 0.346 0.343 0.342 0.346 0.356 0.366 0.373 0.378 0.373 

ON 0.329 0.340 0.336 0.336 0.337 0.333 0.334 0.337 0.347 0.357 0.363 0.367 0.374 

MN 0.323 0.334 0.331 0.327 0.323 0.321 0.330 0.336 0.341 0.354 0.348 0.353 0.358 

SK 0.308 0.329 0.329 0.336 0.345 0.338 0.342 0.351 0.345 0.352 0.357 0.357 0.366 

AL 0.330 0.344 0.362 0.352 0.360 0.360 0.355 0.354 0.356 0.370 0.374 0.377 0.383 

BC 0.321 0.335 0.343 0.343 0.344 0.349 0.348 0.343 0.350 0.363 0.363 0.366 0.368 

Women 

Cdn 0.374 0.378 0.380 0.381 0.383 0.382 0.379 0.377 0.379 0.385 0.388 0.390 0.392 

NF 0.443 0.451 0.458 0.449 0.460 0.461 0.464 0.457 0.458 0.473 0.480 0.471 0.450 

NS 0.399 0.412 0.412 0.421 0.412 0.421 0.4160.411 0.415 0.415 0.413 0.424 0.425 

PE 0.409 0.423 0.433 0.424 0.435 0.424 0.417 0.419 0.409 0.419 0.426 0.430 0.415 

NB 0.411 0.414 0.415 0.422 0.425 0.428 0.416 0.423 0.419 0.416 0.421 0.409 0.420 

PQ 0.380 0.373 0.377 0.377 0.378 0.380 0.376 0.373 0.378 0.384 0.389 0.388 0.387 

ON 0.367 0.373 0.374 0.375 0.376 0.371 0.366 0.363 0365 0.371 0.375 0.379 0.381 

MN 0.364 0.369 0.366 0.364 0.366 0.371 0.375 0.376 0.365 0.378 0.375 0.372 0.381 

SK 0.372 0.382 0.384 0.381 0.375 0.372 0.374 0.375 0.378 0.382 0.379 0.373 0.380 

AL 0.354 0.364 0.369 0.375 0.379 0.376 0.372 0.369 0.372 0.374 0.377 0.395 0.399 

BC 0.368 0 373 0 ,78 0 379 0 378 0.385 0 381 0 383 0 379 0.,86 0.387 0 384 0 387 

and Figure lb these "smoothed" provincial Ginis relative to the nationallevel. ll 

Il.	 The smoothed Ginis relative to the nationallevels represent each province's three year means 
(1982-84, 1987-89, and 1992-94) expressed as a percentage of the relevant national three year 
means. Thus, the smouthed Gini of .447 for Newfoundland for the 1982-84 period (Table 2 
and Figure 2a) is the average of the an nuai Ginis in each of muse years (Table 1), and this 
level is approximately 16 percent above the national level average over this same period 
(Figure lb) . 
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Focusing first on the national results in order to establish some basic benchmarks, 

TABLE 2 Smoothed Ginis by Provicne and Relative to National Gini 

By Province Relative to National Gini 
1982-84 1987-89 1992-94 1982-84 1987-89 1992-94 

Ali Eamers 
Canada 0.387 0.388 0.400 100.0 100.0 100.0 

NF. 0.447 0.463 0.470 115.5 119.4 117.6 

NS 0.401 0.407 0.418 103.7 105.0 104.5 

PE 0.429 0.429 0.436 110.8 110.7 109.0 

NB 0.417 0.424 0.428 107.9 109.4 106.9 
PQ 0.382 0.378 0.395 98.7 97.6 98.7 
ON 0.382 0.377 0.390 98.6 97.2 97.4 
MN 0.376 0.373 0.380 97.1 96.2 95.0 

SK 0.378 0.384 0.391 97.7 99.1 97.8 
AL 0.385 0.393 0.408 99.6 101.4 102.1 

BC 0.381 0.393 0.396 98.5 101.4 99.0 
Men 
Canada 0.347 0.352 0.377 100.0 lOû.O lOû.O 
NF 0.418 0.430 0.443 120.5 122.3 117.4 

NS 0.358 0.359 0.383 103.1 101.9 101.6 
PE 0.408 0.413 0.430 117.6 117.4 114.2 
NB 0.388 0.388 0.408 111.7 110.4 108.2 
PQ 0.351 0.348 0.375 101.1 98.9 99.4 
ON 0.335 0.339 0.368 96.5 96.3 97.7 
MN 0.329 0.333 0.353 94.9 94.6 93.6 

SK 0.322 0.345 0.360 92.8 97.9 95.5 
AL 0.345 0.357 0.378 22.4 101.5 ]00.3 

BC 0.333 0347 0.366 25.2 98.7 97.0 
Women 

Canada 0.377 0.379 0.390 100.0 100.0 100.0 

NF 0.450 0.461 0.467 119.4 121.5 119.7 

NS 0.408 0.416 0.421 108.0 109.7 107.8 

PE 0.422 0.420 0.424 1Il.8 110.6 108.7 

NB 0.413 0.422 0.417 109.6 111.3 106.8 

PQ 0.377 0.376 0.388 99.9 99.2 99.4 

ON 0.371 0.367 0.378 98.4 96.7 96.9 

MN 0.367 0.374 0.376 97.2 98.5 96.4 

SK 0.379 0.374 0.378 100.5 98.5 96.8 

AL 0.362 0.372 0.391 96.0 98.1 100.1 

BC 0.373 0383 0.386 28.2 100.9 22.0 

the data point to a secular rise in eamings inequality over this period. Interest
ingly, most of the increases occurred during the recession and following luke
warm recovery which characterised the period from the late 1980s into the 
early/mid-90s; the years before this showed effectively no change except for 
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sorne relatively widespread increases over the initial 1982-1983 recession. 12 

Turning to the specifie focus of this paper, the cross-province patterns 
(probably best seen in Figure 1b) show that Newfoundland c1early had the great
est degree of overall eamings inequality, with its Ginis lying 15 to 20 % above 
the national level over the three selected intervals. Next come Prince Edward 
Island and New Brunswick, followed relatively closely by Nova Scotia, with the 
Gini coefficients of the forn1er lying 7 to 10 % above the nationallevel, and the 
latter 4 to 5 % above those norms over the various comparison periods. Atlantic 
Canada was, therefore, c1early set apart from the rest of the nation in terms of 
its overall level of earnings inequality. 

At the other end of the inequality spectrum, Manitoba was consistently the 
province with the lowest leveI- of earnings inequality, with its three year average 
Ginis ranging from 3 to 5 % below the nationàl level. Quebec, Ontario, and 
Saskatchewan come next, with rates just under the Canada wide norms (to which 
the first two provinces contribute heavily due to their large populations). Finally, 
Alberta and British Columbia generally had Ginis near the nationallevels, with 
earnings inequality in Alberta rising in relative terms over time, and British 
Columbia first rising, then falling. 

In terms of categorising these patterns with respect to provinces' basic 
attributes, certain characterisations can be made, but others need to be resisted. 
ln particular, the generally high levels of earnings inequality in the Atlantic 
provinces clearly set that region apart from the rest of the country -- with the sort 
of potential policy ramifications mentioned earlier and discussed further below. 
On the other hand, it is not simply a story of being "resource-based", as Sas
katchewan has below average inequality, the two most western provinces are in 
the middle rank, and Manitoba (albeir possessing more of a mixed industrial 
base) has the lowest inequality of ail. Regarding general income levels, there is 
no obvious general ordering here either: although the high inequality Atlantic 
provinces are, of course, among the poorer jurisdictions, below average income 
Manitoba is again noted as having the lowest inequality of ail, and Quebec and 
Saskatchewan have less inequality than generally higher income Alberta and 
British Columbia. In short, any full characterisation of the observed patterns 
should probably await fuither analysis focused on precisely this objective, as 
discussed in the concluding section of the paper. 

As for the trends in Gini levels over time, overall earnings inequality rose 
in every single province over this period (see Figure la) -- not only from the 
beginning to the end of the 1982-1994 period, but in most cases in a steady 
manner first from 1982-84 through 1987-1989, and then out to 1992-1994, with 
only Quebec, Ontario, and Manitoba having initial dips in their levels of inequal
ity followed by more than offsetting increases over the later interval. The trends 
at the nationallevel discussed above have, therefore, been reasonable indicators 

12.	 Trends at the national level, including breakdowns by age and sex, are analysed in derail in 
Finnie (l997b). 
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ofwhat was occurring at the provinciallevel over time -- a result with potentially 
important implications regarding our general understanding of inequality trends 
which should perhaps be taken into account when looking at nationallevel trends 
(which are available from other databases) in the furure. 

The specifie narure of the provincial trends over time also defy any simple 
categorisation -- particularly with respect to the "convergence" hypothesis. Two 
of the provinces with above average inequality in 1982-1984 saw their levels of 
inequality rise further relative to the nationallevels by 1992-1994 (Newfoundland 
and, more marginally, Nova Scotia), while the other two showed declines (New 
Brunswick and Prince Edward Island). As for the lower than average inequality 
provinces, two had further declines (Ontario and Manitoba), two had rises 
(Alberta and British Columbia), and two had no identifiable net change (Quebec 
and Saskatchewan). There was, therefore, no single trend of either convergence 
or further divergence. 

Provincial Earnings Inequality by Sex 

This section parallels the previous one by discussing men's and women's earnings 
inequality, as shown in Figures 2a and 2b (as weil as Tables 1 and 2 once again). 
Much of the preceding discussion for the combined distributions applies equally 
here, but there are sorne significant differences as weil. < 

Again beginning with a brief summary of the siruation at the nationallevel, 
earnings inequality among men rose substantially over this period, rising 12 
percent from 1982 to 1994 (from .340 to .380), while inequality among women 
increased more moderately, by just 5 % (.374 to .392). Earnings inequality was, 
however, generally greater among women than men, primarily reflecting the 
greater variation in labour force attachment (hours and weeks of work) among 
females. Interestingly, both men's and women's earnings are more equally 
distributed than when both sexes are considered together, as the between-group 
effects (male-female differences in mean earnings levels) are added to the within
group effects (inequality among men, among women) -in the joint distribution. 

The general rankings of earnings inequality by province are quite similar to 
what was seen above for ail earners taken together, with sorne relatively minor 
exceptions. Thus, Newfoundland is again characterised by greater earnings 
inequality than any other province and the rest of Atlantic Canada then follows 
suit, except for men in Nova Scotia, for whom inequality is only slightly above 
the national level. 

At the opposite end of the inequality scale, Manitoba has among the lowest 
Gini coefficients for both men and women, but is no longer the c1ear leader it 
was with the combined distributions. Ontario and Saskatchewan are again gener
ally lower-than-average inequality provinces (except for Saskatchewan women 
in the first interval), joined anew by British Columbia men and, in the earlier 
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FIGURE 2A Smoothed Ginis by Province, by Sex 

intervals, women from Alberta. 
Finally, Quebec is now seen to be characterised by inequality of a middle 

(rather than low) ranI<, along with men from Alberta, women from British 
Columbia, and women from Alberta in the more recent years, ail ofwhom repeat 
from the joint male-female findings. The Quebec finding is particularly interest
ing, reflecting as it does the smaller gender eamings gap in that province which 
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FIGURE 28 Smoothed Provincial Relative to National Gini, by-Sex 

has been identified in other research. 13 

The trends over time (best seen in Figure 2a) indicate increased earnings 
inequality among both male and female groups from 1982-1984 to 1992-1994 in 
ail cases except for a very slight decline for Saskatchewan women. On the other 

13.	 The facllhal inequaliry among both male and female groups of workers is in the middle rank 
while inequalily when ail workers are considered logelher is relalively low indicates that the 
laller OUlcome is driven by below average between group inequalily -- the gender eamings 
gap. 
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hand, the increases were generally considerably greater for men than women, as 
weil as having been more of a steady march over time, with the male rises being 
monotone in every province except for a very slight decline over the first interval 
for Québec and the women!s distributions characterised by a certain number of 
ups and downs on the way ta the higher finallevels. 

Regarding the convergence hypothesis, the men's distributions now generally 
tend to support this notion: every province having above average earnings in
equality in the 1982-1984 period shows a lower relative level in 1992-94, and 
vice versa, except for Manitoba, which had a steady decline in its relative level 
of inequality from the already low level at which it started (Figure 2b). For 
women, however, the results show no such convergence. 

Provincial Inequality by Age-Sex Groups 

Out of regards for space, the Gini coefficients by age-sex group are not shown 
here, but are reported in Finnie (1997a) and can be directly provided by the 
author to interested readers on requesL I4 Only the highlights of these findings 
will, therefore, be discussed. 

Again starting at the nationallevel (see also Finnie 1997b), the Gini coeffi
cients increased for each male group, by Il, 15, 10, and 19 % for the entry, 
younger, prime, and older groups respectively, while women's changes were 
more diverse, showing changes of 15, 4, minus 3, and 8 % for the four groups. 
Earnings inequality was generally greater for the youngest and oldest groups of 
workers than for those in their middle years, especially for men -- a well-known 
finding driven principally by the wider variation in hours and weeks worked at 
the entry and departure phases of the labour force participation life cycle. The 
general trends over time were again upward. 

The most important finding here, however, is that the provincial patterns 
seen at the more aggregate levels largely hold for the specific age-sex groups. 
Thus Newfoundland was in every case the province with the greatest earnings 
inequality -- for ail age-sex groups at ail points in time (except for prime men in 
the 1987-1989 period, in whiCh case Prince Edward Island had a slightly higher 
Gini). The other Atlantic provinces generally had the next highest levels of 
inequality -- with sorne exceptions, mostly in the case of men in Nova Scotia (as 
was also the case for ail men taken together). The generally low inequality 
provinces were Manitoba, Ontario (except for entry men in the latest period), and 
Saskatchewan in the case of men. Quebec also tended to have lower average 
inequality, but not so consistently as the others. Alberta and British Columbia had 
more rnixed records, mostly in the low and medium range, but with higher than 
average inequality for certain groups in certain years. 

14.	 See htrp://www.hrdc-drhc.gc.ca/arb/publications/research/alph.shtml for the relevant 
publication on-line. 

UNEQUAL INEQUALITY 

As for the trends over time, not too much can be teased out of this large set 
of results, but a couple of important shifts are worth noting. Probably most 
dramatic is the rise in relative inequality observed for ail age groups of men in 
Ontario from 1982-84 to 1992-94 -- strongly affinning what was seen at the 
aggregate level above. Women in Alberta also showed a general movement 
towards higher inequality over this period (already noted at the more aggregate 
level). Declines in inequality were registered for men in New Brunswick and 
most groups of female workers in Saskatchewan and Manitoba. Other than these, 
no general tendencies across ail groups for given provinces are clearly identifi
able. 

A final point to make regarding the age-sex distributions is that there was 
less inter-provincial variation in earnings inequality for entry workers than for 
the other age groups, especially for men. The greater earnings inequality among 
entry workers relative to other age groups which is observed at the nationallevel 
thus appears to be driven by "between" (province) differences rather "within" 
differences -- an interesting finding with implications for labour mobility and 
related issues. 15 

Taking Account of Earnings Mobility: Using Individuals' Average Earnings 

It is weil known that inequality is typically reduced when it is measured using 
individuals' earnings averaged over a number of years rather than on an annual 
basis. The reason is that earnings mobility patterns include a general "regression 
to the mean" component, whereby workers with generally lower earnings levels 
in one year tend to have somewhat higher earnings in the next, and vice versa 
(OECD 1997). The general effects of averaging at the national level are ad
dressed in detail in Finnie (l997c), while this section focuses on the effects at the 
provinciallevel, the hypothesis being that the effects of averaging might differ 
by province -- reflecting differences in the extent and nature of earnings mobility 
across jurisdictions -- and thereby affect the related inequality patterns. 

Table 3 shows the Gini coefficients generated using individuals' earnings 
averaged over the various three-year intervals, while Figure 3a compares the 
Ginis thus obtained for the 1992-1994 period with the smoothed Ginis seen above 
for this same period -- thus directly comparing the Ginis based on annual data 
with those calculated using individuals' incomes averaged over the same interval 
(the earlier periods show similar patterns). 

Using average incomes clearly reduces inequality, but the magnitudes of the 
effects are only moderate, are generally fairly bunched, and otherwise vary 

15.	 This notion is reinforced by the finding that the provincial Ginis for entry workers are 
generally lower than the national ones for each threc ycar period -- aga in. espccially for men 
(results again available from lhe aUlhor.) Sec Finnie (1998) for the effccts of inler-provincial 
mobilily on individuals' earnings and olher work on such l11ovcmenlS. 
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TABLE 3 Ginis by Province Based on Three-Year Average Earnings 

1982-84 1987-89 1992-94 
Ali Earners 

Canada 0.233 0.338 0.348 
NF 0386 0.410 0.405 
NS 0.340 0.357 0.371 
PE 0.377 0.386 0.391 
NB 0.364 0.385 0.385 
PQ 0.327 0.330 0.344 
ON 0.331 0.329 0.336 
MN 0.324 0.324 0.328 
SK 0.323 0.336 0.342 
AL 0.331 0.341 0.355 
BC 0.317 0.335 0.338 
Men 

Canada 0.293 0.300 0.323 
NF 0.355 0381 0377 
NS 0.302 0.309 0338 
PE 0.354 0.368 0.383 
NB 0.336 0.351 0.367 
PQ 0.298 0.296 0.325 
ON 0.284 0.285 0.312 
MN 0.277 0.279 0.299 
SK 0.266 0.292 0.306 
AL 0.290 0.303 0.326 
BC 0.267 0.287 0.302 
Women 

Canada 0.319 0.324 0.334 

NF 0.390 0.404 0.404 

NS 0341 0.363 0.372 

PE 0.370 0.374 0.382 

NB 0.357 0.376 0.371 

PQ 0.317 0.321 0.333 

ON 0.317 0.313 0.323 

MN 0.307 0.320 0.323 

SK 0.319 0323 0.327 

AL 0.301 0.313 0.329 

BC 0:306 0.318 0.326 

across a relatively narrow range, reducing inequality from 10 to 15 % in the case 
of ail earners taken together, from 10 to 17 % in the case of men, and from 10 
to 16 % in the case of women. Furthermore, there is no clear pattern to these 
effects. The effects of averaging are, for example, quite similar for Newfound
land, Ontario, and Manitoba -- three provinces that are quite different in many 
ways (size, industrial structure, etc.), including their generallevels of eamings 
inequality (high, medium, low). 
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FIGURE 3A Comparison of Ginis Calculated with Average Earnings and Average Ginis 1992
94 

Thus, while the two sets of inequality measures -- based on annual versus 
averaged eamings -- differ in the predicted manner and might be worth further 
study in their own right, of most importance to this paper is that the averaging 
exercise has relatively little effect on the earnings inequality rankings by province 
(Figure 3b). 
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FIGURE 38 Ginis Using Averaged Earnings by Province and Sex 

Inequality Using Alternative Income Measures 

While this paper focuses on eamings inequality, it seerns worth rnaking at least 
sorne initial investigations into other incorne rneasures in order to place the 
eamings results in a broader perspective and to begin to treat the raie of other 
sources ofprivate incorne and government transfers and tax structures on inequal
ity at the provinciallevel. Figure 4 thus presents Gini coefficients for individuals' 
earnings (as before); total incorne (adding other sources of private incorne, 
including investrnent incorne and net self-ernployrnent and professional incorne, 
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FIGURE 4 Smoothed Ginis Calculated on Three Income Measures, 1992-94 

plus govemrnent transfers, including tax credits); and disposable incorne (post
transfer, post-tax) for the 1992-94 period. 16 

Although labour market earnings comprise by far the largest cornponent of 
personal incorne -- especially for the sarnples used here (which are kept un
changed thraugh this exercise) -- adding other private sources and government 

16.	 The underlying tables are available from the author on request. This exercise is not possible 
with the pre-1992 LAD data, as social assistance is reliably reported onJy from that year 
forward. 
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transfers clearly affects the general level of inequality, generating substantially 
lower Gini coefficients at the nationallevel and in ail provinces. Note that this 
result would not necessarily have been predicted ex ante, since income sources 
which go predominantly to individuals who typically enjoy higher earnings (e.g., 
investment income) are now considered along with those which are more impor
tant at the bottom end of the distribution (income from social programs and tax 
credits). 

Furthermore, the effects of adding these other income sources varies to a 
considerable degree by province. In particular, Newfoundland remains a high 
inequality province when total income is used, but is now much less of an outlier 
than was the case for earnings alone; Prince Edward Island moves from being the 
province with the second highest level of inequality to the lowest; and New 
Brunswick also has relatively less inequality when the other income sources are 
included. As for (relative) movements in the other direction, Manitoba is no 
longer the lowest inequality province, Alberta moves from being in the middle 
rank to being the jurisdiction with the highest level of inequality (approximately 
tied with Newfoundland and Nova Scotia in the case of women), and British 
Columbia also becomes a somewhat more unequal province as compared to its 
ranking based on earnings alone. 

Adding the effects of taxes further affects the provincial rankings -- and 
mostly in the same direction. Alberta is, for example, now the province with the 
most unequal overall distribution bya fair margin; British Columbia also moves 
further towards being one of the greater inequality provinces, along with New
foundland and Nova Scotia; while Manitoba is even more solidly in the middle 
rank (rather than low). Conversely, Prince Edward Island is now (again) the 
lowest ineqüality jurisdiction, Quebec is a1so a relatively low inequality province 
in terms of disposable income, and New Brunswick is found in the middle rank 
rather than in the high inequality group it was with respect to just earnings. 
Ontario and Saskatchewan remain in the low-to-middle rank across ail measures. 
In short, the different income measures are characterised by substantially differ
ent levels of inequality generally, and certain important shifts in the inequality 
rankings by province. 

Conclusion 

Summary of the Main Findings 

The principal findings of this paper may be summarised in terms of the questions 
posed at the beginning: 

~	 There were indeed significant and enduring inter-provincial differences in 
earnings inequality, with almost uniformly greater levels of inequality in the 
Atlantic provinces than elsewhere; Manitoba having the lowest levels; 

UNEQUAL INEQUALITY 

Ontario, Quebec, and Saskatchewan tending to also be on the lower side; 
and Alberta and British Columbia generally lying in the more middle ranges. 
Apart from the Atlantic theme, the patterns are not easily to characterise in 
terms of provinces' industrial structures, general income levels, or along any 
other single dimension. 

~ These inter-provincial differences are largely - although not perfectly -
consistent across particular age-sex groups: provinces with greater than 
average earnings inequality among men have tended to be those where 
women's earnings are also more unequally distributed, and the patterns 
largely hold at the more detailed age-sex group level as weil. 

~ Amidst generalised increases in earnings inequality over time, there was 
sorne evidence of convergence in the levels of earnings inequality across 
provinces among men, but not for women. 

~ Averaging individuals' earnings over a number of years reduces the general 
level of inequality relative to that which obtains using annual earnings (as 
expected), but taking earnings mobility into account in this way has perhaps 
surprisingly little effect on the inter-provincial patterns of inequality. 

~ Using broader measures of income and taking the tax and transfer system 
into account results in generally more equal distributions and changes the 
provincial rankings in sorne important ways: Alberta becomes the province 
with the generally highest levels of inequality and British Columbia is also 
pushed into the higher inequality ranks; Newfoundland still has a relatively 
high degree of inequality, but not nearly so great as for earnings alone, while 
Nova Scotia remains in the upper group by ail measures; Prince Edward 
Island plunges from being one of the highest inequality provinces to the 
lowest, New Brunswick also moves to a relatively lower level (leaving them 
in the middle rank), and Quebec becomes somewhat less unequal than when 
earnings are considered alone (moving into the low range); while Manitoba 
is now in the middle rank of the distributions, along with Ontario and Sas
katchewan (whose rankings are generally stable across ail measures). 

Policy Implications of the Findings 

Entrenched in the Canadian political-economic-social psyche is the notion of 
"have" and "have not" provinces, but the results reported above allow us to now 
also speak in terms of "more inequality" and "less inequality" provinces. A 
number of policy implications may be identified. 

Banting et al (1995: 2) offer a list of broad concerns which lie at the centre 
of the current (growing?) interest in inequality and polarisation in general, these 
including the effects on economic efficiency, social problems, and the resulting 
political reverberations. Il is surely useful to know how inequality varies across 
the provinces to help us assess how these concerns might vary in importance 
across the nation due to the more local situation. 

In parricular, these findings could enhance our understanding of inter-provin
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cial differences in the demand for, the supply of, and the effects deriving from 
various policy measures related to the inequality of incomes. These could include 
minimum wage legislation, unionisation and other institutional structures, the 
major social insurance programmes (El, Social Assistance), and the general 
structure of the personal income tax-and-transfer system (e.g., its level of pro
gessivity). The importance of El reform to the Atlantic provinces -- and the 
subsequent reversais of sorne of those initiatives by a Liberal party looldng to 
recover votes in that region -- are but one obvious example. 

The findings reported here could perhaps prove particularly useful in a 
context where a "social union" is being forged in a manner which is intended to 
achieve (among other goals) a certain coherence to social programmes at the 
national level, while respecting the desire and need for flexibility from one 
province to another. With concems relating to income inequality comprising a 
central aspect of this structuring of general arrangements and specific programs, 
the documentation of the inter-provincial patterns of earnings inequality provided 
here should be useful. For example, given that the Atlantic provinces are gener
ally characterised by relatively high levels of earnings inequality, it might make 
sense to allow those provinces to address their particular situations in the manner 
they see most fit -- or for the federal governrnent to itself attend to the related 
policy issues equipped with a good understanding of the special nature of the 
Atlantic situation. 

Avenues for Further Research 

One important path for future research would be to attempt to identify the under
lying sources of the unequal inequality documented here. Various factors worth 
investigating might include the provinces' demographic characteristics (age, the 
size of the immigration population, etc.); other work force characteristics (e.g., 
levels and types of human capital and labour force attachment (part-time versus 
full-time, hours worked, and so on»; industrial structure (noting again that no 
obvious broad patterns emerged in the results reported above); institutional 
arrangements (e.g., the rate of unionisation); and various govemment policy 
levers, such as the minimum wage and the various components of the tax and 
transfer system(s), including the nation's major social programs. 

Such investigations could be undertaken with aggregate (provincial level) 
data, while deeper studies would probably involve microdata which possessed the 
necessary detail on individuals' wage rates, hours and weeks worked, occupation 
and industry of employment, and so on. Either way, no standard analytical 
framework for work of this type currently exists, and such analyses would almost 
certainly require moving beyond the LAD data employed here to other sources. 
That said, the results reported here could represent a useful starting point for 
such investigations, perhaps even providing the dependent variables to be used 
in such studies (e.g., the Gini coefficients presented here could be regressed on 
various provincial characteristics). 

UNEQUAL INEQUALITY 

It would also be interesting to look at inter-provincial patterns of income 
inequality at the family level, as opposed to the individual based analysis reported 
here. While the latter is probably of greatest interest in terms of understanding 
labour markets, the family context generally has more relevance to individuals' 
actual well-being -- and to related policy issues. And it could weil be that the 
patterns of inter-provincial inequality atthe family level are quite different from 
those which characterise the situation among individuals. 
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