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Motivation and research
questions (1)

 Long- and medium-term trends in inequality!

Source: Saez & Veall (2005)

Table 1: Median earnings, Canada ($2005) 

Quintile 1980 2005 % change 
Bottom 20% 19,367 15,375 -20.6 
Middle 20% 41,348 41,401 0.1 
Top 20% 74,084 86,224 16.4 
Source : Statistics Canada (2008), Cat. No. 97 -563-X 



Motivation and research
questions (2)

 Research questions:
 1. How are earnings distributed across

metropolitan areas in Canada and how have these
patterns changed over the 1996 to 2006 period?

 2. How can differences observed in the distribution
of earnings across metropolitan areas be
explained?



Literature review

 National-level studies: extensive literature
 Green and Kesselman (2006); Heisz (2007); Yalnizyan (2007);

Osberg (2008); Frenette et al. (2009); Brzozowski et al. (2010)

 Sub-national studies:
 Provincial-level: Finnie (2001); Gray et al. (2004); Breau (2007)
 City-level: Bourne (1993); Mitchel and Soroka (1993);

MacLachlan and Sawada (1997)

 What’s missing?
 Up-to-date and comprehensive analysis of the determinants of

earnings inequality across Canadian cities



Analytical framework

URBAN
EARNINGS

DISTRIBUTION

Source: Adapted from Bourne (1993) and Chakravorty (1996)
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Spatial Variables

Social and Demographic Variables

Age     Education   Race / immigration    Gender

Unemployment

Economic
development

Industry mix

Population        Population        Provincial

        size                  growth           characteristics



Data (1)

 Census of Population (20% sample)
 1996, 2001, 2006
 benefits: high response rate, large sample, stable and reliable over

time, wage data not top-coded and detailed information on
individuals workers (including place of residence/work)

 Establish correspondence in geographical
boundaries across censuses
 ArcGIS intersect tool used to aggregate 1996 and 2001 CSDs

according to 2006 CMA/CA boundaries



Data (2)

 Focus on active labour force
 ages of 25 to 65 who report > $1,000 in annual employment earnings
 individual earnings (i.e. total wages and salaries) → better reflect labour

market processes and outcomes

 Measure of inequality
 Gini coefficient (derived from the Lorenz curve)

 Gini = 0: represents ‘perfect equality’
 Gini = 1: represents ‘complete inequality’
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Earnings inequality across
Canadian metropolitan areas, 2006



Inter-city dispersion and
growth in Gini coefficients



Modeling approach

 Benchmark OLS model:

where Xit: log of labour force population
     median wages, unemployment rate, % manufacturing
     female participation rate, education ratio, % young and % senior

 First-difference model:

where represents change over each census cycle.

 Fixed-effects model
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Cross-sectional regression
results for earnings inequality



Panel data regression
results, 1996 - 2006



Conclusions and future
research

 Key findings:
 Growing geographical divides: large vs. small cities,

western vs. eastern cities
 Explanatory factors

• 1. City size increasingly influential
• 2. Deindustrialization, % visible minorities and economic

development
• 3. Aging of population, female participation rate

 Future research:
 Policy and institutional controls, trade-related factors


