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Executive Summary

Compared to many modern economies, the overall level of income inequality in Canada has been
relatively high since 1980 and growgteadily since. Specifically, the Gini coefficient for household
incomes grew from 0.37 in 1980 to 0.45 by 2009. The largest gains in incomes occurred at the very
top of the income distribution. Overall, those in the middle of the income distribution wededively

unaffected. There were consequences for the poor, however.

Most of the rise in inequality occurred during the 1990s, a period in Canadian history marked by
government cuts to spending with the goal of tackling a huge public. Other importanilnaiors to
changes in inequality in Canada are a declinelamgescale manufacturing, which has been
progressively replaced by lower paying service industry jobs, a decline in government expenditures
as a proportion of GDP, and changes to the tax stmectbat favoured the rich. In short, Canadian
governments became increasingly less concerned with social spending and redistribution from the
Mppnad 2y sl NRa yR F20dzaaSR AyaidSIR 2y RSONBI aAy:3
Despite inequality rising, relativeoperty rates (percent of individuals earning less than 50 percent of
the median aftertax income) have remained almost unchanged and absolute poverty rates (percent
of individuals spending 63.6 percent of their income on essentials) actually decreasedhiless,
although poverty rates improved, it became increasingly more difficult to exit poverty during this
period. There was also a significant increase in personal debt and the number of personal
bankruptcies as inequality rosk short, the situatiorfor the least fortunate in society worsened as

income inequality increased.

Family structure also played a rolEhe Gini coefficients for singles and the elderly actually decreased
while the Gini coefficients for married couples and parents with childnereased substantiallA

significant increase in single parent families was important in this regard.

Other significant trends of note include: fairly consistent returns to education continuing to be high

in terms of both income and employment despitee rise in inequality; a decline in high school

dropout rates since 1980; and significant gains for women, both in employment levels and income,
GK2dz2K 42YS 2F (G(KS&aS RSONBIF&aS Ay 3ISYRSNJI IAFLI A& F
significan gender wage gap continues to persist.

Health, mental health, happiness, and life satisfaction have all seemingly been unaffected by the rise

in inequality. Again, this relative stability probably reflects the fact that the rise in inequality was
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largely driven by the rich getting richer, while middle income earmentho make u thevast

majorityt were unaffected.

Canadians were not completely out of tune with the rise in inequality in the 1990s. Canadians
became less trustworthy of governments and politigastitutions and less likely to participate in
politics as inequality rose. Canadians also became increasingly more likely to halth¢ettiews and

to support government intervention to decrease income inequality and help the plight of the poor

duringthis same period.

Despite public opinion seemingly being in favour of it, Canadian governments did not respond to
growing inequality with policies that could alleviate the problem. In fact, quite the opposite it is true.
If anything, changes to governmieregulation, taxation and spending could only serve to perpetuate
the growth of inequality. When adjusted for inflation, minimum wages generally declined during the
period of vast growth in inequality. On the other hand, those with good incomes genleealgfitted

for cuts to their taxes. A decline in tax revenue corresponded with a significant decline in social
spending, especially on employment insurance and higher education, which would undoubtedly have
its greatest effect on lower income earners. hog, changes in government policy since the 1980s

could have only increased the distance between the rich and poor.

Page2
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1. Introduction

Following the mandate of the GINI project, the goal of this report is to explore inequality in Canada
between 1980 and 21D, how it hachanged who it has affected, and how governments and public
opinion have respondednd influenced itln many respects, the Canadian story parallels the story of
similar countries, such as the US, tother ways it is uniquely Canadiabike many countries,
Canada has experience a tremendous increase in inequality over the past thirty years. It is also similar
to the USin that much of the increase in inequalityas beerdriven by big gains in income for those

at the very top of the incom distribution. There are also some fundamental differenchewever

both politically and socialtythat have shaped both how income inequalithasdeveloped and how
Canadian public opinion and governmehts/eresponded to itBefore discussing Canadiaenids in

more detail, we start with &rief discussion of the Canadian context

Canada is widely considered a liberal welfare state characterized by limited social spending when
compared to many European countries (Banting, 2005; Egjnigrsen, 1993; Myk 1998). That

does not mean that the market goes unfettered, however. Relative to the US, for example, Canada is
typicallycharacterizedas havindar greater regulation of the economgoth & Purvis, 1997; Calmes

& Liu, 2009, significaniy higher taxaion andredistribution Banting, 1997Myles, 1997, 1998 anda
somewhatmore extensive social safety n&lénk & Hanratty, 1993ylyles, 1997, 1998 Perhaps the

most notable contrast between the US and Canada pertains to health care. US coveragelyis larg
funded by private insurance plans, while Canada has a publically funded universal health care system.
Nevertheless, it is just dmportant to note thatthe Canadian welfare state hégen significantly
weakened over the past few decad@sneebone & Wite, 2009; Myles & Pierson, 1997; 2001;
Swank, 2002)Moreover, dspite these differences from the US, the general pattern in inequality

over the past few decades has not been so dissimilar.

Figure 1.1displaystrends ininequality ofhousehold incomes i€anada from 198Q010. The solid
black linerepresents income inequality for households before taxes and transfers. In other words,
this trend reflects variations in incomes from margenerated incomes only. THaokenred line
representsthe Gini coefitient for allhouseholdincomer i.e., market income and other incomes
such as government transfers and bendfitsefore taxes. Finally, the green dotted line displays the
trend in household income inequality after accounting for both taxes and governmamsfers.It is

quite clearthat market income inequality grew dramatically during the 1980s and 1990s. While

government intervention muted the levelf income inequality throughout the period under study,

Page3
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after-tax total income inequalitylso rose signigantly, indicating that governments failed to respond
to the drastic rise in inequalitfAs a caveat, we should mention here that consistent with other
/ 2dzy G NBE NBLR2NIA& Ay (GKS DAYA t NPe2STakTotalHEusehtt f f 2 O
LyO2YSaQ 2y 3IANI LKA 2F JGNBYyRa (KNRdzZAK2dzi GKS NBLR

Figurel.1 Gini coefficients for household income before & after taxes amdlistribution.
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Important to the Canadian storig a tremendous growth irpublic debt. Ktensive public spending
during the 1970s andhigh interest ratesin the 1980s combined to createearly unmanageable
public debt by the end of thd980s As Figure P indicates, public debt grew rapidly during the
1980s and 1990antil finally tapering off in the late 19903 he debt crisipeakedin the mid-1990s
whenreportsthat Canadacould loseits AAAcredit rating began to surfacéBoothe, 1993; Macklem
et al, 1995; Martin, 1996As a result, by thenid-1990sthe problem had become worrisome enough
that both governments and public opinion saw it necessaryngeike it a high priority, and efforts

continue to focus on the problem today.
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Figurel.2 Public debt (percapita) in Canada, 1982010
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Figurel.3 GDP per capita in Canada, 198010
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The rising debt took place during a time of slow economic growth. As FigBrsugigests, the
economy grew slowly between1980 and 1985, had a significhot shortlivedt jump at the end of
the 1980s, and then leveled out again for ajar period until around 2000 he slowdown in the
economy in the 1990s is even more obvious ind?gb) of Figure 1.3, which displays growth in GDP
per capita. In short, a sluggish economy in the early 1990s made it difficidintoltaneously

maintain existing spending practicasd getthe national debt under control.

As debt grew, glitical discairse began to be dominated kplk of debt reduction(Greenspon &
WilsonSmith, 1996; Minister of Finance, 2008Yiseman, 1997; White, 1998). While neo
Conservatie ideology had risen to prominence inthe 1980 and social spending had already

started to bepared awayat that timet A & ¢ | & yh&@1090sIyfah dries for further cuts were
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increasingly pinnean the rising debt. Ironically, the debt grew drastically under the Conservative
government of the 1980s despite its mandate to cut spending. This avgsely because of two
factorst (1) spending cuts were accompanied by tax cuts, &Pdinterest rates were very high,

which meant that debt payments got out of control (Fortin, 1995; Strain, 2007).

The rest of this report will describe how inequality im&a@a changed during the period from 1980
2010.As we shall demonstrate later, most of the changes in income inequddiiyh for market and
after-tax incomes were driven by large increases for the richest of income earners rather than
decreases for middle ral low income earners. Nevertheless, some of the changes in market
inequality canalso be attributed to a decline in traditiondbrge-scale manufacturing jobswhich

have been progressively replaced by lower paying service industry jobs (Myles, 198&nGld
Wallerstein, 2006; Cranford et al, 2003; Vosko, 2006}this regard, men have been hit hardest.
Changes to family structure wa also played a role. Particularly importamt this regardis the
growth of single parent families and dual income faasil{Heisz, 2007; Picot & Myles, 1995), which
haspolarized incomes even further. In contrast to common arguments, we shall also show that the
very pooresin Canaddave also been hitharé®WK A £ S (G KS LINRPLR2NIA2Y 2F LIS2 L
has actuallydecreased over the past 30 years, the situation for many of these people has actually

worsened.

Page6
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2.  The Natureof Inequality and its Developmentover Time

This chapter gives an overview of the patterniméome inequality in Canada over the past three
decacks. As previously notedCanada is widely considered a liberal welfare state (Banting, 2005;
EspingAndersen, 1993; Myles, 1998).has a relatively open market economy and redistribution
policies that are moderate at best when compared to thosenwdny other modern nations
especially those in Europdust as important, th€anadianwelfare state has experiencedrastic
retrenchment during the past few decades (Kneebone & White, 2009; Myles & Pierson, 1997; 2001;
Swank, 2002). Concomitantly, there havesbevery noticeable changes in the patterns of income

inequality’

2.1 Has Inequality Grown?

Compared to many modern economies the overall level of income inequality in Canada has been
relatively high since 1980 and grown steadily since (Franette & MiJl@@09; Heisz, 2007%everal
patterns are particularly noticeablduring this period 1) overall market inequality has risen,r@yuch

of the change in inequality is related to top earners experiencing substantial gains in median
incomes, 3) changes inmfaly structure have played an important role, 4) household ddids
increased significantlyand 5) redistribution policies have failed to keep up with changes in market

inequality. These patterns will be discussed in more detail below.

2.1.1 Household Ikome Inequality

Figure 2.1 displays the trend in household incoimequality, as measured by the Gini coefficient,

before and after taxes since 1980. Consistent with previous research (Fritzell, 1993; Glatzer &

'510GF F2NJ OKFLIWGSNI v 61+ & 200FAYSR LINRYI NXf &Ecobhi@ ¥ G KS
Information Management System) database accessed through thebsite (vww.statcan.gc.ca Datafrom

GKS /1! b{La RIFIGFOFI&S NBLINSaSyda OdzydzZ I GABS &adzyYl NBE RI
The data preseted in this chapter is comprised mainly of CANSIM data derived from the Survey of Consumer
Finances (1972998) and the Survey of Labour and Income Dynamics {2008). Both primary sources are
crosshational surveys conducted by Statistics Canada orelaegnple sizes (Survey of Consumer Finances

sample size averages roughly 90,000 respondents; Survey of Labour and Income Dynamics sample size averages
15,000 households/30,000 respondents).

Pager
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Langlois, 2002)we seea striking overall iorease in market income inequality, with the Gini
coefficient growing from 0.37 in 1980 to 0.45 by 20@Bhough muted, #er-tax incomes followed a
similar trend towards increasing inequality, with a Gini coefficient of 0.29 in 1980 and of 0.32 in
2009. Most of these changes occurred during the 1990s, a period in Canadian history marked by
government cus to spending with the goal dacking a huge public debt (Ferris & Winer, 2007,
Tupper, 1993).

Figure2.1 Gini coefficients for household income before & after taxes and redistribution
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Source: Statistics Canada

Similar to the US, we also know from previous research that most of the rise in inequality in Canada
over the past few decades is due largelythe rich getting richer, rather than the poor getting
poorer (Fritzell, 1993; Johnson & Kuhn, 2004). Figure 2.2, which shows the market share of adjusted
household income by quintiles, demonstrates this finding. Specifically, the top quintile (i.e.,pthe to
20 percent of earners) has enjoyed significant growth in their income shiaoéh before and after

taxeg since 1980. During the 3@ear period under investigation, the market share of the top
income quintile rose from 40.4 percent to 46.3 percent. Whiles trend was somewhat offset by
taxes, the top 20 percent are still the only group to experience a risaft@r-tax income.
Nevertheless, most of the rise in income inequality took plaegveen 1990 an®000, and it has
remained relatively stable sincéloreover, this increase irthe share ofincome for top income
earnershashad little influence on income shares for the other four quintiles because it was spread
quite equally among them. That is, the relative sharencbme for each othe four other ncome

groups changednly slightly
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Figure2.2 Percentage share of adjusted household income by quintile
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Figure 2.3hows the ratio of income shares for the top 20 perceninobme earners relative to the
poorest 20 percent of income earners. This figprevides an even clearer picture of the increasing
advantage of the top twenty percent aficome earners over time. The growing advantafjéhe rich

is most pronounced in termef market income but it remains even after taxes and government
transfers Consistent with the previous figure, the biggest jumpaifiter-tax incomeinequality

occuredin the early 1990s.

Figure2.3 Ratioof 80/20 quintiles by type of income
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Other research (Saez and Veal 2003; 2005) suggests that the largeshg@admsnesoccurred at the
very top of the income distribution. Adapted from Saez and Veall (2003) and Fortin(2013)),
Fgure 2.4 displays the lorAgrm trend in the share of income of the richest one percent in Canada
since 180. Consistent with previous researchnet distance between the very rich has risen quickly
since the 19803/Ne also see quite clearly thtte rise in incomes for the rich (the black line) follows

quite closely with the rise in overall inequality as measured by the Gini coefficient (see the gray line).
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A growing gap betweetop income earner&and othesis not the only trendn growing inequality in
Canada however A secondrend emergeswith respect to the type ofamily unit. As Figue 2.5
suggests,iace 1980 the Gini coefficient for befotax income inequality has decreased from 0.31 to
0.27 for elderly married couples and from 0.34 to 0.31 for unattached individuals. Conversely, the
Gini coefficient for total income inequality hgsown from 0.29 to 0.35 for married couples and from
0.27 to 0.33 for two parents with children families. Again taxes and redistribution slightly mute but
do not completely remove this pattern of growing inequali§ince 1980the Gini coefficient for
after-tax income decreask by 0.04 percentage points(from 0.31 to 0.27) for elderly married
couples,and 0.03 (from 0.34 to 0.31) for unattached individuals, but increldsg 0.04percentage
points (from 0.27 to 0.31) for married couples, and by 0.04 (fror®5 to 0.29) fortwo parents

familieswith children.
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Figure2.5 Gini coefficients for household income by household composition

(a) Household Market Income (b) After-Tax Household Income
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Figure2.6 Proportion of families by number of income earners, 192910
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As we can see from Figure 2.6, growing income inequality among married couple, both with and
without children, can be partly attributed to an increasednmher of dual earner families. The
percentage of families with two income earners rose from 53.1 percent in 1980 to 63.2 percent in
2010. On the other hand, families with only one income earner decreased from 36.3 percent in 1980
to 22.8 percent in 2010. lis also interesting to note that the proportion of families without an
income earner (i.e., no family member earned market income) rose from 10.6 percent in 1980 to 14
percent in 2010. This latter trend at least partly reflects the increase in the nuofblene parent

families, something that will be discussed later.
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Figure 2.7shows the relationship betweenhousehold compositiorand the pattern of income
inequality.Panel (a) displays the raw share of income by quintléee panelto the right displayshe

same information adjusted for household income and size. Unadjusted for household the top 20
percent of earners increased their average income $30,400 going fromd@¥ &) 1980 to $102,800

in 2009 While these numbers represent a significant growthimequality this trends is even more
pronounced when based on household income. The top@@&ent earning households increased
their average income $49,400 going from $128,500 in 1980 to $177,900 in @0@@ again this
trend of growing inequality betwee families is slightly lessened by taxes but the pattern remains
strong even for aftetax incomeln short, it appears that incomieequalityhasgrown most between

familieswith earningsin the top 20percent of households Panel (b) of Figure 2.7 sugtgesimilar

patterns for incomes adjusted for household size.

Figure2.7 Total income by quintile, 1982010
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Figure2.8 Percentageof population with adjusted household incomes less than 50 percent of the
median aftertax income (i.e. Relative Poverty Risk).

(a) Percent Below Low Income Measure (b) Percent Below LIM by Age
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We now turn to the trends for various povertglated measures. We start by exploring relative
poveNlié NI} 6§Sad CAIdzNE Hody RAALI I &a GNByRa Ay {dl G
2F GKS LRLMzZ FdA2y Ay [/ FYyFRIF aAyOS mpynd ! faz2z NBT
measure classifies householéarning less than 50 peent of median income aftelaxes as at

WNBf I A OS ? Noe Dirfr8ifigh giveh thdt Diebrise in income inequality has been largely

driven by larger incomes at the top rather than significant changes elsewhere in the income
distribution, the perentage of people at relative risk for poverty has remained quite stable since

1980 (panel (a)). Also notable is the fact that there were very little differences in this low income

measure by gender throughout the course of the period under study.

There hae been two very noticeable trends, howevéiirst, although the percentage at risk for
poverty has changed very little for those under 65 years of age, there is a very noticesiégp&d
trend for those over 65. Perhaps largely a reflection of lessestiock market returns for pensions,

by 2010 those over 65 were nearly as likely to be at risk for poverty as people in the younger cohorts.

% 6Low income measures (LIMs), are relative measures of low inceebat 50% of adjusted median household
income. These measures are adjusted according to the number of persons present in the household, reflecting
GKS SO2y2YASa 2F a0ltS AYKSNBy(d AY80R2dzAaSK2f R aiAl Soé¢ o
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Secondly, while single individuals have always been much more likely to be at risk for poverty than
those living indmilies, the gap appears to have widened significantly since 1990. That is, in the same
period that income inequality grew, single individuals not living in families became increasing more

likely to be in poverty.

Figure2.9 Percent of househlds living in absolute poverty.

(a) Percent Below Absolute Low Income Measure (b) Percent Below Absolute LIM by Age
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As Figure 2.9 indicates, the patterns for absolute poverty rates are quite different. Following
{aGFrdAradaOa [ Iy I-d¥d® oliseloldséare coyisi@dYoShe lividgfin absolute poverty

if they spend more than 63.6 percent of their income on essentials (i.e., food, shelter and clothing).
In contrast to the situation for relative poverty, absolute poverty rates have declined in recent
decades. This denk is most marked from the mitl990s onwards. This is further evidence that the

driving force for the growth of income inequality in Canada is the big gains made {®atoers.

® A Low Income CuOff is an income threshold below which a family will likely devote a larger share of its
income on the necessities of food, shelter and clothing. The approach is essentially to estimate an income
threshold at which families are expected to spend 20 petage points more than the average family on food,

shelter and clothing. The Family Expenditure Survey is used to estimate twelve differesffscuairying by

family size and region (The different cutoffs are intended to capture differences in the clghgfbetween

family sizes as well as rural and urban areas). These thresholds were then compared to family income from
{GFrGAadA0a /FyFRFQAa YIFI22N) AyO2YS adz2NwSesz GKS { dzNBSe
(adapted from Statistics @ada Low Income Cuiff Definition)
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While the distance between rich and poor is growing, the percentage of pdopleéd A y 3 Ay Wl 0 &

poverty hasactuallydecreased.

2.1.2 Wealth & Debt Inequality

We now turn to trends in personalealth anddebt. As Figure 2.10 suggests, personal debt in Canada
has grown exponentially since 1980. While total assets have growe $B80, the total deficiencies
and, even more so, total liabilities, have algmwn at an even greater pace affel (a)). Not
surprisingly given the increase in debt, there has also been a dramatic rise in the nofmber
consumer bankruptcies (seaiel (b)). In 1980only 21,000 people claimed bankruptcy; by 2009 the
number of bankruptcies had risen to 115,000. The debt to a&f®rincome ratio has also risen
dramatically from 86 percent in 1980 to 148 percent in 20RanEl €)). Finally, a$anel (d) ofFigure
2.10 indicatesthis largeincreasein household debt accounts fanuch ofthe increase in personal

debt since 1980, and it has becomeincreasingly largeproportion as time has gone by

Increasing debt is largely a function of more people bgyiomes instead of renting, the increasing

costs of homes, and the subsequent rise of mortgage interest payments (Chawla, 2011; Girouard &

.t YRFEZ HnnamOd® wAdaAiAy3ad RSodG Aa Ffaz2 LINLEe | Fdz
appear to have? dz(i LJF OSR 41 38 3l Ay&ad C2N SEI YL Sz tGKS { il
which measures price changes for a fixed basket of goods and serviess120 percent higher in

2010 than it was in 2002, and 172 percent more than in 1980.
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Figure2.10 Assets, debt and bankruptcies in Canada, 1989
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Despite a rise ioveralldebt, net worth hasalsoincreasedoverall Table 2.1 displays growth bgt-
worth quintilesand revealghat between 1999 and 2005 the average median family net worth grew
by 23.2 percentWhenlooking atchanges imet worth by quintile, however, we learn thatamilies
with the lowest20 percent ofhet-worth havelost groundbetween 1999 and 2005. In fathey were

the only quintile to experience a decreasenet worth during this period. On the other hand, the

wealthiest families made significant gains in wealth during the same period.

Table 2.2 makes it clear that it is low middle income eamées, thoe with aftertax earnings
between $20,000 and $29,999vho have seen the greatest decrease in net worth. Similarly those
earning between $30,000 and $39,999 aftakes made little gains in net worth, suggesting that
those in the working class have expeged an increased financial burden. This most likely reflects
increasing living costs, especially housing prices, which have made it more difficult for low income

families to purchase homes. We discuss these issues in more detail in Chapter 3.
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Table2.1 Distribution of Net Worth by Net Worth Quintiles

All Family 100.0 3,432,000 120,500 100.0 4,862,000 148,400 23.2 41.7
Units

Lowest 0.1 -3,700 1,100 0.1 -6,300 1,000 9.1 -70.3
20%
Second 2.6 89,700 34,800 2.3 110,000 37,300 7.2 22.6
20%
Third 20% 8.8 302,000 120,500 8.4 409,000 148,400 23.2 35.4

Fourth 20.1 691,000 275,600 20.2 983,000 361,200 31.1 42.3
20%

Highest 68.5 2,353,000 671,600 69.2 3,367,000 862,900 28.5 431
20%

! All values in 2005 constant dals

Source: Income Statistics Division, Statistics Canada

Table2.2 Median Net Worh by AfterTax Income Quintiles.

All Family Units 100.0 120,500 100.0 148,400 23.2
Less than $10,000 78 2,000 75 3,500 75.0
$10,000 to $19,999 15.7 14,700 135 16,000 8.8

$20,000 to $29,999 156 61400 58 48,400 21.2
$30,000 10539,999 15.0 110,600 13.8 113,000 2.2

$40,000 to $49,999 12.2 146,700 11.2 187,500 2738
$50,000 to $74,999 19.3 206,000 19.6 260,300 264
$75,000 or more 14.2 438,900 18.6 505,700 15.2

L All values in 2004 constant dollars
2 All values in 2005 cotent dollars
Source: Income Statistics Division, Statistics Canada
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2.1.3 Labour Market Inequality

We have already noted that the rise in inequality is most noticeable for market incomes.
Nevertheless, social transfers have not kept up with the tremendlocgase in market incomes. In
other words, even after taxes and redistribution, income inequality has risen substantially. This is
clear in Figure 2.11, which shows the percentage of incomes derived from the market. High levels of
government spending onosial transfer payments (see MacFarlan & Oxley, 1996; Picot et al, 2003)
are reflected in the precipitous decline in the importance of market income from 1980 to the mid
1990s. Consistent with the bideap in inequality in the midl990s, however, the percgage of
incomes derived from the market rises quickly until about 2000 when it remains fairly constant at

level close to tht of the 1980s.

Figure2.11 Percentage of total income comprised by market inmoe.
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The rise in inequality does not appear to be closely connected to the level of unemployment. Using
{dFGAaGAOA /I yFRFQa [ I 02 dzNI6K Rl 3.12{disphys Sdployeni | 2 y

and unemployment rates fomen and women from 198Q012. As is common knowledge, there has

0SSy I O2yiliAydzadt AyONBIFaS Ay 662YSyQa SYLX 28VYSy(
GKSNBE g1+ a | atA3aKid RSONBFasS Ay YSyQa SyLXureyvYSyi

within a few years. Even more interesting, the unemployment rate for men and women does not
appear to follow changes in the level of income inequality. Nevertheless, although the rate was very
similar for men and women throughout the three decadesgicent years it has tended to be slightly

higher for men than for women.
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There is some evidence that changes in income inequality may at least partly reflect an increase in
temporary employment. Unfortunately data are only available from 1997, so it ieggiiple to know
whether changes in employment status coincide with the marked change in inequality in the 1990s.
Still, Figure 2.13 indicates that the proportion of people employed in permanent jobs has declined
slightly since 1997, especially for men. ™eeline in permanent jobs was at least partly offset by an
increase in the number of people employed in temporary jobs. Of course, the substitution of

temporary jobs for permanent jobs has implications for incomes.

Figure2.12 Employment and unemployment rates by sex
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Figure 2.14 highlights the importance of permanent employment for earnings. For both men and
women, permanent employees have far higher incomes on average than tamypemployees.
While there has been a slight increase in both median and mean weekly earnings for both men and
women who are temporary employees, median incomes for permanent employees changed very
little. In short, the proportion of men in permanent, higpaying jobs has declined, while the
proportion of women in these jobs has increaséu.other words, at least over the past 15 years,

women have not been affected as much as have men by changes in the economy.
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Figure2.13 Job permanence by gender

(a) Permanent Employees

(b) Temporary Employees
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Figure2.14 Mean and median weekly earnings by job permanence and sex
(a) Mean Earnings, Permanent Employees (b) Mean Earnings, Temporary Employees
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It is possible that changes in the nber of regular hours worked per week may also account for
some of the rise in inequality. Figure 2.15 demonstrates that there was a slight decline in the
proportion of men working fultime, and a concomitant increase in the proportion not in the labour
force, especially at the end of the 1980s. For women, on the other hand, there was a relatively steep
increase in the proportion working, both fdime and parttime, and a large decline in the

proportion not in the labour force. As we shall see belawi;tfme and parttime work alsofollowed

different trends in earnings for men and women.
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Figure2.15 Labour force participation by gender and employment status
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A close look at Figar2.16 suggests that much of thess inearningsfor men have been partly offset

by an increase in earnindgsr women. In other words, although the main story is about increasing
incomesfor high income earners, men in precarious jobs have also beenahit. iNevertheless,

despite the gains made by women, they still on average earn less than ssning 78 percent and

Tn LISNDODSyd 2F YSyQa YSRALFY |y Rimewo® Hdd BBning87NY A y 3 4
LISNOSYy G |yR Tt1c¢ LISNDS yeiage 2amninys Sesedively SrRpiime/work.y R | @
Therefore, while the gains made by women in terms of earnings ratios is encouraging for gender
equity, a disparity between gender earnings still remaisspecially in regards to ftilme

employment earnings
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Figure2.16 Annual yearly earnings by gender and employment status, 12800
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2.1.4 Educational Inequality

Figure 2.17 demonstrates the relationship between employment stahd education since 1990.
From 19962010 the percentage of all fefiime employees with low educatiani.e., less than high
school, high school, and some pasicondary have all decreased. On the other hand, from 1890
2010 those with a possecondary ceificate ordegreebecame increasingly more likely to hold a-full

time job. In terms of partime employment similar trends are observed. Those Métss than high

school and high school education |sdtares of total partime employment Once again, howev,

those with higher education increased their shares of the total-{iare labour force.
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Figure2.17 Educational attainment
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Figure 2.8 displays secondary school dropout raten Canada over the past 20 years. Following
{dFGAaGAOAa [/ FYFRIQA RSTAYAGAZY R4 yeaPdld2wittiost a | NS
secondary school diploma. If inequality has affected secondary school completion rates, it is in a
positive way. Thais, fewer people have dropped out of schasker timedespite that inequality has

risen. The decline in dropouts is quite markedhile more than 15 percent dropped out in the early
1990s, fewer than 10 percent dropped out by 20%hile men have always ka more likely to drop

out than women, the trend over time is virtually identical for both.

The decrease in dropouts partigflectspolicy changes regarding the legal high school dropout age.
In the 1980s most provindal governmentsincreased the legafiropout age to at least 16 (New
Brunswickwent as far as tanake it age 18 in 2000)(Oreopoulos, 2006 Moreover, the increasing
inequality and growing financial returns to educatioragnifiedthe ramificationsof dropping out
Although we have no evidende support the idea, it is possible, then, thaanp of the decreasén
dropoutscanbe attributed to students making rational decisgto stay in schoolSuchdecisiors are
consistent withrelative risk aversion theory which posits that yowtiempt to avoid downward

class regression (Boudon, 1974; Breen & Goldthorpe, 1997).
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Figure2.18 Secondary school dropout rates
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As Figure 29 showsincomes are highly correlated with eclation level A university degree gives

the greatest wage advantage as it equates to roughly a $10 per hour wage gain over those with a
postsecondary diploma or certificate. Conversely, those with ysesbndary diplomas or certificates

have a much smalteadvantage of roughly $4 more than those with only high school or less. For the
most part, this relationship remained fairly stable over the period under study. That is, it appears
that the increase in inequality did not drastically affect the returnsetiucation. Still, there were

some small changes over timéomparing the wages of those with and without a university degree
reveals that in 1997 those with a university degree made $12.36 more per hour than those without
but in 2011this advantage had shink to $10.99 more per hour. While those with a university degree

still have a large advantage then it is an advantage that may be decreasing as university education

becomes more common.

Page24



GINICountry ReporCanada

Figure2.19 Average Weekly Earnings by Educational Attainment (192G711)
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2.2 Whom has it Affected

2.2.1 Regional Differences

Canada has a diverse population that occupies a large land mass. As a result, regional differences
play an important ole in cultural, political and economic life. Particularly important have been
changes in poverty across the various regions of the couAsyseen in Table 2.1, from 1980 to 2009,

most regions and Canada as a whole saw a decrease in the pageefipele living in low income
circumstances. Indeed, British Columbia was the only region to see a rise in the pgexseople
fAQAY3I AYy 26 AyO02YS OANDdzyaidl yOSaT hyidl NA2Qa yd
the Atlantic region all exp&nced a decrease in the number of people living in low income
circumstances. Despite this relative national consistency, since 1980 British Columbia and Ontario
went from being the two provinces with the lowest percent of people living in low income
circumnstances aftetaxes to the two provinces with the highest percentage; conversely the Atlantic
Region, the Prairies, and, to a lesser degree, Quebec all went from being the regions with the highest
percentage of people in low income circumstances to thevjprces with the lowest. In summary,
consistent with the early observation that most of the rise in inequality has been generated by
increases in incomes at the top of the income distributithe, rise inincomeinequality has not had a

serious impact onite number of people living in poverty in any of the five major regions of Canada.
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Table2.3 Percentage of people living in low income circumstances (i.e., spend 63.6 percent or
more of their income on food, Iselter and clothing) by region

1980 2009 Change

Market Disposable Market Disposable Market Disposable

Income Income Income Income Income Income
Caada 15.9 11.6 135 9.6 -2.4 -2.0
Atlantic 19.6 13.6 11.3 7.2 -8.3 -6.4
Quebec 19.2 14.6 14.4 9.4 -4.8 -5.2
Ontario 14.1 10.0 13.7 10.1 -0.4 0.1
Prairies 14.6 10.6 114 7.8 -3.2 -2.8
B.C. 13.0 9.5 155 12.0 2.5 2.5

Source: Statistics Canada

2.2.2 Age Differences

Figure 2.20 displays trends in mean and median incomes for various age groups sinc&/d $g@.

quite clearly that there have been some significant changes in income by age group. Since 1980 the
total average income for all ages rose 1@efcentfrom $33,200 in 1980 to $37,300 in 2009. When
broken down into age groupsye see thathis increae in overall income is driven by gains made by
two age groups, those aged 38 years and 454 years, which gained 7.7 percent ($45,300
t0$48,800) and 16.3% (from $44,700 to $52,000) respectively. Conversely, the average income for
thoseyounger thar20 yearsold dropped 3.9ercentfrom $7,600 in 1980 to $7,300 in 2088d 25.7
percent ($23,700 to $17,600) for those aged2Dyears Some of these patterns e.g.,the income

drop for those aged 2@4 years are alsdfound for median incomsebut otherst e.g.,gains made by

those 3554 years are not. This is further evidence suggesting that income polarization is occurring
in high income categories with the main trend towards increased inequality largely driven by top

wages increasingly pulling away frathers

Figure2.20 Mean and median market income by age group
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2.2.3 Gender Differences

Table 2.2 displays the percentage of men and women in various income categories between 1980
andH nnp® | £ 0K2dz3 K gXizhKeardngs pértaily o Wditde employment, major

gains have also been made in high income positions. For example, the percentage of women in jobs
earning less than $40,000 decreased by 14.5 since 1980, while thenpege of women earning

over $40,000 increasely 15.4. Conversely, the percentage of men in jobs earning less than $30,000

grew by 8.6 while the percentage in jobs earning between $30,000688(099 decreased by 10.8.

This trend again suggests that womieave been making strides towards earnings equity since 1980,
GK2dzZaK a2YS8S 2F (KAa KlFra (42 R2 ¢6A0K YSyQa f2aasa

gender gap in high paying occupations remains.

Table2.4 Percentage of earners in each income category by gender, 1980 and. 2009

1980 2009 Change

Men Women Men Women Men Women
Under $10k 15.6 32.8 20.7 27.7 5.1 5.1
$1019,999 10.4 19.5 13.5 17.1 3.1 2.4
$20-29,999 10.3 18.7 10.7 13.7 0.4 -5
$30-39,999 12.8 14.2 11 12.2 -1.8 -2
$4049,999 13.8 7 9.6 9.1 -4.2 2.1
$5059,999 12.8 4.2 8 6.8 -4.8 2.6
Over 60k 24.4 3.7 26.5 13.4 2.1 9.7

Source: Statistics Canada

Figure 2.21 displays median earnings separately for men and women since 138®srot gender

earning equality major strides have been made by women in Canada since 1980 yet a large income

gap does still remain. The female-male median earnings ratimse 22 percentage point§rom 46

percentin 1980 to 68ercentin 2009. This comrgence of incomefor menand women is largelg

function ofincreases i 2 YSy Qa WtitMIAA Yy A& 2 | Fdzy OdA2y 2F | NBR
While men lost $6,300 in median income since 1988an incomencreased by$2,300 (42,900 in

1980 to 45200 in 2009). This is yet another indication that the increased polarization in incomes is
largely a function of large increases in high salaries. Once again, this polarization does not seem to be

as pronounced for women as it is for men.
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Figure2.21 Gender and median earnings
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2.2.4 Educational Differences

We have already shown that the labdiarce returns to higher education increased during the same

period that inequalityroS ® 2 S y2¢ {(dz2Ny G2 RIGEF FNRBY {{dFrGAadaAld
to assess the relationship between education and assets and debt over time. Although data are
available only for 1998 and 2006, there @l some noteworthy patterns. As Figug22 shows,

investing in education has become increasingly costly. Reflecting increasing tuition costs (Fortin,
2004; Wellen, 2004), debt has increasingly outstripped assets for university graduates over the
decade for which we have data. On the other damprobaly largely reflectinghat they were

unaffected by increases in university tuition fees, there Wile change inmedian assets or debt

(home mortgages includedr those with less than high school education.

Figure2.22 Breakdown of assets and debt by education level
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2.3  Why has Inequality Grown?

There have been vast changes to the Canadian economy over the past 30 years. Most important,
largescale manufacturing halseen progressively replaced by service industry jobs (Myles, 1988;
Golden & Wallerstein, 2006). We should be clear here, however, that the vast majority of these new
service jobs are not in the high wage knowledge economy. Instead, they tend to be imalgsv
routine nonmanual occupations such as retail sales (Cranford et al, 2003; Vosko, 28@63. have
shown above, men have felt the blunt tifese changesAt the same time that the male working
class was hit hard, governments were stoar perhapsunwillingt to respond (see Finnie & Irving,
2011; Heisz, 2007; Franette et al, 2009). In fact, as inequality started to rise in the early 1990s,
government expenditures as a proportion of GDP began to decrease (Ferris & Winer, 2007). In other
words, governmentbecameincreasingly less concerned with redistribution from the 1990s onwards
andfocused instead2 Yy RSONXBFaAiAy3 /|yl RIQa KdzdSmithdidBAr O RSH6
Osberg and Fortin, 1998; Minister of Finance 2006).

Changes to family structummay haveplayed an important role as well. Particularly important in this
regard is the growth of single parent families and dual income families (Heisz, 2007; Picot & Myles,
1995). In contrast to thirty years ago when it was possible to have a relativety lying in a twe

parent household with only one income earner, that has become increasingly difficult to do today.
Most Canadian families now have two income earners (Figure 2.6). Although still a minority, there is
also now much larger proportion of heeholds with a single income earner, many of which are
characterized by a single parent with children. The gap between households has thus risen

accordingly.

Increasing rates of marital homogamy has also been offered as a major contributing factordo risin
income inequality among families (Espitgdersen, 2007; Kenworthy, 2004). Marital homogamy has
risen significantly in Canada since 1980 (Fortin & Schirle, 2006; Hou & Myles, 2008), with the most
homogamy occurring at the highest and lowest levels of édacational hierarchy (Hou & Myles,
2008:361). Given that the number of dual earner families has risen, homogenous marriages in which
those with similar education levels form marital unions serves to further increase inequality between
families. The growt in inequality is not only a function of primary earner income differences but also
secondary earner income differences; thereby, a second dimension to income polarization has been

created.

Page29



GINICountry ReporCanada

24 Conclusions

Income inequality in Canada has grown since 138@lin waysunlike in prior historical periods.
Despite inequality risingelative poverty rates (percent ohdividualsearning less than 50% of the
median aftertax income)haveremained almost unchanged and absolute poverty rates (percent of
individuals spending 63.fercentof their income on essentialgctually decreasd (Figures 2.&nd

2.9). Themajority of thegrowth in inequality has instead been driven by the highest income earners
increasing their advantageburingthe 1990s those in the higist income quintile increased their
share of total income by percent,with losses in shares being spread equally among the other four
quintiles. Breaking income inequality down further, howevereveals that income gains have

occurred mody for the verytop earners

There are certainly other parts to the story, however. For exampayéen 1980 and 2009 the gini
coefficients for singles and the elderly actually decreased while the gini coefficients for married
couples and parents with children increassubstantiallyWe also demonstrated that there has been

a drastic growth inpersonaldebt and bankruptcies. With debt levels reaching an average of 148
percent of a K 2 dz& S Ka@nfiaR &ltértax income debt may be masking some of the potential
consequenes of the rise in inequalityOther significant trends of note include: fairly consistent

returns to education continuing to be high in terms of both income and employmesyite the rise

in inequality;a decline irhigh school dropout rates sind®80;and significant gains fowomen, both

in employment levels and incomehough some of thesedecrease in gender gap8dzS (2 YSy Qa

losses than real gairffler women, and a significant gender wage gapntinues to persist.
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3.  The Social Impactsf Inequality

3.1 Introduction

This chapter explores the social impacts of the rising inequality discussed in Chapter 2. We begin by
looking at a relatively new measure of material deprivation to determine whether absolute poverty
rates in Canada have increased. Thisllswed by a discussion of entry and exit rates into and out of
poverty using the same poverty measureelative poverty (earning 5percentof median income)

and relative absolute poverty (spending p@rcent more income than the national average on
essattials, i.e. spending 63.Percent of income on essentials)that were used in Chapter 2.
Indicators of Social cohesion in the form of social contact rates are then discussed followed by an
analysis of changing fertility dynamics in CanaBmally, we cosider how trends in dmily

compositionare related to changes in income inequality.

3.2 Material Deprivation

Measures for material deprivation in Canada have only been developed recently with Statistics

/' FYlFRFEQa AYGNRRdzOGA 2y i F00GA] BeSelopet Ja Hanel of bfficiplSaind a S| & «
experts and led by Human Resources and Development Canada the Market Basket Measure provides

an indication of the percent of people living below a basic standard of tivieg having adequate

necessities sth as food, shelter, clothing, transportation, medical supplies;t edod is based on

disposable income, adjusted for region, and adjusted for family size (Hatfield, 2002; Michaud et al,
2004).Using these measureBjgure 3.1 indicatethat material depwation rateshavegenerallybeen

stable in Canada between 2000 and 20Q8ough there is evidence of a slight decline for some

groups Age has little bearing on the percageof people living in material deprivation witheople

under 18 andpeople between 18 and 64 having almost identical rates and those over 65 having

* The Canadian government does not have an official measure of poverty. Nevertheless, Statistics Canada
regularly publishes the measures we use here as a proxy for poverty rates.

® 4The Market Basket Measure (MBM) attetafio measure a standard of living that is a compromise between
subsistence and social inclusion. It also reflects differences in living costs across regions. The MBM represents

the cost of a basket that includes: a nutritious diet, clothing and footwslaglter, transportation, and other

necessary goods and services (such as personal care items or household supplies). The cost of the basket is
O2YLI NBR (G2 RA&ALRAaIOES AyO2YS FT2NJ SFOK FrYAt& G2 RSGS
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much lower rates than their younger counterparts (Figure, ®anel(b)). Gender again has little
bearing on the percent of people in material deprivation with a small gender gap in wonvemgha
higher rates in 2000 being reduced to identical rates in 2009 (Figur@ahél (c)). Finally, as
expected, those that are single have much higher rates of living in material deprivation than do those

living in families (Figure 3Ranel(d)).

Figue 3.1 Material deprivation and social exclusion measured by market basket measure
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3.3 Cumulative Disadvantage and Multidimensional Meassref Poverty and

Social Exclusion

In Chaper 2 we discussed how the percent of people living in both relative poverty (earning 50
percentof median income) and relative absolute poverty (spendingp@fent more income than

the national average on essentiplzas been relatively stable over thagt 30 yearsWe now turn to

exit rates from poverty. Panel (a) of Figure 3.2 indicates #xdit rateswere much higher before
2000 In other words, a higher perceage of people were able to move out of poverty before 2000
after which those in circumstees of relative poverty tended to remain in the same circumstance
longer. As Panel (b) of Figure 3.2 indicates hgd little bearing on this trendThe trend was also

similar for both genders, althouglthere wasa persistent gender gawith Y Sy Q 8 atS Beingi  NJ
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higher (Figure 3.2, Pangt)). Finally, hose with higher education are more likely to escape relative
poverty but once again lower exit rates are experienced across education levels after 2000 (Figure
3.2, Pane(d)).

Figure3.2 Relative poverty exit rates
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Absolute poverty exit rates do not show the same downward trend after 2008ertheless, as
Panel (a) of Figure 3.iBdicates, declimg minimum wages, unemployment insurance, and social
assistance after 2000 did temporarily set back rising exit rates. This setback was overcame by
overall increas inincomes, howeverFor example, even after adjusting for inflationedian wages
rose from $39,480 in 1980 to $50,200 in 2009 (Statistics Canaa)with relative poverty, age
(Figure 3.3, Panel b), gender (Figure 3.3, Pgnahd education (Figure 3.3, Padghad little impact

on the overall trend.
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Figure3.3 Absolute poverty exit rates
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We now move to Figure &for a discussion of poverty entry rafesn terms of relative poverty,

entry rates have gradually decreased overadin@ (a)). Combined with exit rate trends this indicates

that between 1993 and 20G9the only years for which we have datahere has been an increasing
tendency for both those in and not in poverty to stay in the same circumstance.pidiisbly
reflects that the Canadian income tax structubecame considerably less progressive since the 1990s

at both the Federal and Provincial level (Heisz, 2007). As with exit rate trends, age, gender, and
education do not significantly differ from the overall entry ratertd with the exception of higher
education and ages generally decreasing the likelihood of entering relative poverty (Ranéts

and (d)). Absolute poverty entry rates (Figure 3.5) confirm the trend in decreasing rates of people

entering poverty andghow identical patterns as relative poverty entry rates as well.
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Figure3.4 Relative poverty entry rates
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Figure3.5 Absolute poverty entry rates
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We now turn to Figure 3.6, which displays information on housing needs over\itniée the sheer
number of households in housing néelas increased sinc&990, the percent or incidence of
households in housing need has actually decreased slightly going fronper@dhtin 1990 to 12.7
percentin 2006 [Figure 3.6]. Once again, this trend is consistent with all previous findings indicating
that despite inegality increasing in Canada the percent of people living in poverty has remained

stable and may have actually decreased.

Figure3.6 Households in housing need

(a) Number of Households in Housing Need (b) Percent of Households in Housing Need
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3.4 Indicators of Social Cohesion

Figure 3.7 Panel(a) displaysCanadian data on time spent havisgcial contact with people of
RAFFSNBYUG 3IAINRdzLIA FNRY MdbdhH G2 Hamand® 5dz2NAyYy3I (GKAA
partner increased38 and35 minutes per day respectivélandtime spent with children under 15

other family, friends, and other people all decreaqd@6, 43, 53, and 33 minutes respectivelps

Figure 3.7 indicates, these changesd dot track well with change in income inequhty.

Furthemore, this trend of less social contact cannot be attributed to increased work hours as
average actual hours worked decreased from 36.2 hours per week in 1992 to 35.5 hours per week in
2010 (Statistics Canada).

" 6Acceptable housing defined as adequate and suitatshelter that can be obtained without spending 30 per

cent or more of beforgax household income. Adequate shelter is housing that is not in need of major

NBLI ANXoOFYR8 A& y2i ONRBSRSR> YSIyAy3d (KLI-lip oithe Kl a ad
occupying household. The subset of households classified as living in unacceptable housing and unable to

I 0O6Saa OOSLIIIotS K2dAAy3 Aa O2yAARSNBR (2 068 Ay O2NEB
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Figure 3.7, Pandb) exploressocial contact for just those with dependent children living at home.

Once again time spent alone amdth 2 Y S Q& LJ NI y S Nk44 ha2l 82an8nutdsyp@ N&y I a S R
NEALISOGA@StEe&y FyR GAYS alLlsSyd 6AGK 2ySQall OKAf RN
decreased (75,81, 59, and 33 minutes respectively). One possible explanation for these reduction is

the increase in dual earner famile$9.8 percent of families in 1992 to 63.2 percent in 2010
(Statistics Canada)which has been connected to less tielJSy i A G K 2y SQa OKAf RN
and friends (Michelson, 1986). Thercentageof lone parent families has also increased during this

time from 13.8 percent in 1995 to 14.9 percent in 2010 (Statistics Canada), which may also have
contributed to thedecrease in time spent with childreAnother explanation for decreased social
contactoverallis increases in the number of families without childrethe percentge of couples

without children increased from 36.4 percent in 1995 to 41 percent in 20Hig®ts Canada)as

OKAf RNBY KI@S 06SSy (y2sy G2 AYyONBlIasS LINByidaQ a
with children (Belsky & Rovine, 1984; Bost et al, 2002).

Figure3.7 Time spent with vamus social contacts

(a) Total Population (b) Individuals with Children Living at Home
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3.5 Family Formation and Breakdown

3.5.1 Fertility and Population Changes

Figure 3.8 Panel(a) displaysthe crude birth rate(i.e., the number of births per 1,000 womgn
between 1980 and 2009. Thhirth rate hasfairly consistently dropped during thitime, with only

small gains ma& between 1986 and 1998nd in 2000 when birth rates slowly begdo recover
Figure 3.8, Pangb) suggests that the overall decrease in the crudéhhiate cannot be attributed to
decreasing numbers of fertile womerdefined by Statistics Canada as women ageddi5as this
number has grown fairly consistently since 1980. Some explanation for the downturn in the birth

rate, however,can be found in thehanging age distribution of fertile women.
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Figure3.8 Trends in Fertility
(a) Crude Birth Rate (b) Number of Fertile Women
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Figure 3.8, Pandt) indicates that from 1980 to 2010 the percentage of wonayedless than 35

had decreased dramatically. Much of this decreasek place during the 1990s, wheahe birthrate
experienced its greatest drofrhe number of women aged older than 35 during the 1990s, on the
other hand, increased quite substantially until around 2000 whentiiied reverse and those aged
under 35 begin to make up a higher percentage of fertile women again. This trend of an aging fertile
female population during the 1990s occurs at the same time tH@Qaverage age at birttior
womenincreasd as well (Figur&.8, Pane(d)). In 1980 the average age at childbirth was 27 but this
had increased to 28 in 1990 and 29 by 2000.

Along withchanging age demographics, decreases in overall fertility and increases in average age at
birth have been attributed to a rise i 2 Y Sy Q &econdry ieducation and labour force
participation rates (Sardon, 2006). A failure to introduce social policies to aid working paweiths

the exception of Quebec, no other province has public childcare progcaas also forced many
parentsto choose between work and starting a family (ibid). This explanation is consistent with the
increasing percentage of couples without childieee Figure 3.11discussed later)The decreasing

crude birth rate then can largely be attributed to women un@® making up less of the population,

women waiting longer to have children, and more women deciding not to have children at all.

Figure 3.9, Pandh) adds another dimension to decreasing birth rates by showing that the total

fertility rate has decreagkas well. Where women had on average 1.83 kids in 1974 the rate dropped
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to 1.49 in 1990 before recovering to the 1980s level of around 1.7 kids per woman in the late 2000s.
This again can be attributed to demographic changes and women entering the woarkiot
inequality may have played a role as well. Fertility rates in Canada have been found to be closely tied
to perceptions of financial security (Beaujot & Wang, 2010), thus the drop in fertility after 1990 may
be a function of the 1990 economic downtuiand the subsequent social expenditure cutbacks
occurring duringhe 1990sas Canada dealt witthe national debt crisisGreenspon & Wilso®smith,

1996).

Figure3.9 Fertility and Population

(a) Total Fetility Rate (b) Population
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Figure 3.10 shows Canadian population changes by the number of births, deaths, and immigration
levels. The total fertility rate has been below the replacement ratigpically set at 2.1 (Sardon,
2006 in Canada since 1972 whadt fell to 1.98 (Statistics Canadd)everthelessthe Canadian
population has steadily increased from 24.5 million in 1980 to 34.5 million in 0gdre 3.9Panel

(b)). Since 1980 immigration levels have risen to replace the amount of Cardd#irio death.
Further, while the number of births has decreased in Canada the birth rate has still outpaced the
death rate (Figure 33, Panelb)). Overallthen, the population has grown as a function of increased
immigration levels, steady death rates, aadirth rate which, despite decreasing in recent years, still

outpaces the death rate.
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Figure3.10 Population due to births, death and immigratian

(a) Unadjusted Number of People (b) Percent of Total Population
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3.5.2 Family Structure

The stiucture of Canadiafamilies haschanged substantially over the past 30 years. In particular,
there has been a shift away from marriage. Panel (aFHgfire 3.1 shows the perceratge of
Canadians 15 years and oldeho are single, divorced, widowed, and miadt which includes
commonlaw or civic partnerships. Between 1980 and 2007 the pesmgdf Canadiansvho were
single and divorced increased Jdrcentand 3.6percentrespectively, while the percentho were

married or in a commotaw partnership decrased by 4.§ercer.

Figure3.11 Estimated number of single, married, and divorced Canadians
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Panel (b) of Figure Bl displays nude marriage and divorce rates. The crude maeiaata the
number of marriages per 1,000 of the total unmarried or single populatioas decreased
dramatically and consistently going from a rate of 34 in 1982 to 20 in 2003. The divorcd.eate

the number of divorces per 1,000 of the total marriedpptationt on the other hand has almost
universally decreased hitting its lowest rate in the last 25 years in 2003. The universal decrease in the
divorce rate was interrupted by a jump in rates in 1986, which were likely caused by law reforms that
allowedfano¥ | dzf & RAG2NOS F2NJ 0KS FTANRG GAYBswksee (1 KS
from Figure 3.12, we see a slight increase in the number of families with no children since 2000. This
increase incouples withoutdependentchildren is consisint with earlier findings of people waiting
longer to start families and people living long&iven the gradual nature of these trends it is unlikely

that economic inequality is a significant contributor. Instead, higher education rates, espémially

women, haveresulted in people getting married and starting families later.

Figure3.12 Percent family composition by earner and number of children
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3.6 Health Inequalities

Life eyectance in Canada has increased for both men and women over the last thirty years. The

overall life expectancy rose 5.6 years from 75.2 in 1980 to 80.8 in 2006; for imencésed by6.7
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years to 78.4 and for women it rose 4.1 years to(Bigure 3.13)These overall trends then indicate

that not only is life expectancy rising but the gender gap in average age at death is shrinking as well.

The top ten leading causes of dedthCanadd NS f AZ0SR Ay ¢ 6f Sfusdétm®d DA B¢
universal meical care system, it is not surprising that none of the leading causes of death, with the
possible exception of suicide, are directly linked to social inequdlitylifferent story emerges,

however, when looking at the leading causes of death foR4%er olds. While accidents account

for almost half of youth deaths, suicide and homicide account for roughly a quarter and both have

been linked to poverty and inequality (Aihara & Iki, 2003; Miller et al, 2005; Whitley et al, 1999).
Suicide rates have renrad stable since 2000 but homicide deaths have doubled for those aged 15

24 suggesting that growing inequality is potentially becon@ingore importantfactor in the deaths

2F /FyFRIQa e2dziK GKFIYy LINBGA2dzafe o

Figure3.13 Life expectancy by gender
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Table3.1 Top ten leading causes of death in Canada (all ages)

Cancer 1 28.7 1 29.8
Heart Disease 2 25.3 2 20.7
Strokes/Aneurysms 3 7.1 3 5.9
Chronic Respiratory Diseases 4 4.5 4 4.6
Accidents 5 3.9 5 4.3
Diabetes 6 3.1 6 29
{1 KSAYSNRAE 54a¢7 2.3 7 2.6
Influenza & Pneumonia 8 23 8 24
Suicide 9 1.7 9 1.6
Kidney Disease 10 1.4 10 15

Source: Statistics Canada

Table3.2 Top Five Leading Causes of Death for2bYear Olds

1 43.0 1 39.2
Acciderts
Suicide 2 22.9 2 22.9
Cancer 3 8.2 3 7.9
Homicide 4 3.8 4 7.5
Heart Disease 5 2.6 5 3.1

Source: Statistics Canada
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Figure3.14 Reports of perceived health
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According to Statistics Canada data, from 12893 the percent of people reporting excellent, good,

fairly poor and poor health all stayed within one percent of the same number (Figure 3.14, Panel (a)).
Statistics Canada switched tdlaee point scale for 1994 to 2007 and again there is little change in
selfreported health even when broken into gender responses (Panel (b)). Finally, this trend of little
change in perceived health is confirmed by World Values Survey data. From Z&tthe percent

of people reporting very good, good, fair, poor, and very poor health all stayed within two percent of
their respective 1980 averages and the mean score remaining unchanged (Panels (c) and (d)). The
same finding across two sources of datems to confirm that there has been little difference in
perceived health in Canada from 198Q07 and, therefore, that growing inequality has not affected

health perceptions.

Turning to other measures of health, the percagé of Canadianswho report being at least
moderately physically active in their leisure time has increased fropeB&ntin 1994 to 4&ercent
in 2008 (Figure 35, Panel a)Still, as pnel (b) of Figure 3.2Mhdicates this apparentincrease in
physical activity has not reverseding obesity rates in Canada. Using the Body Mass Indext(BMI)
proxy measure that uses height and weight to measure body tiatcalculate weight categories,

data from 1994 to 2007 indicates that the percageof people with normal weights decreased by
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four percentand the percent of people classified as obese increasege&&nt Gven the gradual

nature of these trendssocial inequality again appears not to be a significant contributor.

In terms of perceived mental health, Statistics Canada daen f20032010 indicates that some

RSANI RIFIGA2Yy KlIa 200dINNBR® ¢K2a8S8S NBLRNIAYy3I WSEO!
(Figure 3.16, Panel (a)). This change in perceived mental health caused the mean to jump from 1.9/5,
GKSNB ™ Aa YSheahSin 2003 i 0.2/5vi8 goid dnd indicates that people have
perceived decreasing mental health as a whole since 2003 (Panel (b)). Even with these increases,

overall perceived mental health in Canada still remains fairly high.

Figure3.15 Leisuretime and BMI Classifications

(a) Leisure Time Activity Levels (b) BMI Weight Classifications
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Figure3.16 Reports of perceived mental health, percent and mean scores
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3.7 Housing Tenure

A few significant trend®n expenditures on sheltersince 1980 may also shed light on the impact of
household inequalityAs Figure 3.17 indicatede percenageof homeowners has increased slightly
from 62.1percentin 1981 to 67percentin 2010 and the percent of people renting has decreased
slightly from 38oercentin 1981 to 33ercent in2010.

Figure3.17 Percent of households renting vs. owning
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Figure 318 displays house prices in Canada from 1980 to 2010. Panel (a) demonstrates changes in

new house prices; Panel (b) displays trends in average home prices obtained from the Multiple
Listing Servicel K2YS fA&0Ay3 &SN Al eshte paArSNE &qtite@l@arly/ F y I R
here that fome prices, as a percent of 2007 prices, increased substantially from 1980 to 1990 after
which time they levelled off and actually decreased. This levelling off corresponds to the start of

rising inequalityin Canada in thd990s Since 2000however,the level ofinequality stabilized and

home prices again began to increase drastically.
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Figure3.18 Housing prices

(a) New Housing Price Index (b) MLS Average Home Price
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It is easy to connect trends in home prices to social inequality trends in Canada. During the 1990s
when home prices levelled ofind unemployment peaked, th&ini coefficient for market income
jumped from 0.39 to 0.44, and mediamcomes adjusted for inflation slightly decreased for all ages.
The combination of these trends in the 1990s also caused the vacancy tretepercent of
apartments vacant in metropolitan (over 100,000 residents) areas as defined by the Census of
Canada to more than double fronl1985 to 1994Whenthe trend ininequality began to stagnate in

the early 20008 unemployment decreased, incomes began to rise, and the market ind@me
levelled off the vacancy rate hit its lowest point since 1980 atfdetcentin 2001 and home prices

began to increase exponentially.

As Figure 39 indicates, lmmeownershad a large median income advantage over renters both
before and after shelter costs throughout the period under investigatiddefore shelter costs
homeowners methn disposable income increased gércentfrom $52,800 in 1997 to $63,500 in
HAngpE 6KAES NBYyUIGSNBQ peSdutkrony$27A8000@ $33,7000 KiemMsBditer S R
costs the advantage of homeowners in income gains since 1997 is offset by the#sing shelter
expenditure costsDespiterelatively equal income growth, however, in 2009 home owners had an
after-shelter costs disposable income that over doubled that of remté&is4,200 compared to

$24,90Q indicating a large disparity between those mwg and renting.
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Figure3.19 Median household income total and by ownership or rent

(a) Mean Shelter Expenditure (b) Median Household Disposable Income
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3.8 Crime and Punishment

Figure 3. displays tothand specific crime rates from 1980 to 2010. As has been notgudwous

research (Levitt, 2004; Mishra & Lalumiere, 2009; Ouimet, 2002), crime rates in Canada unexpectedly
dropped in the 1990s despite increasing inequality, which is often linkedreegidaly et al, 2001;

Hagan & Peterson, 1995; Hsieh & Pugh, 19B8jitical, rather than economic, explanations best

describe the drop in crime rates. Over the past two decades socially conservative parties have
campaigned and won elections on platforn8 g NS R (2 ¢ NRa 3 S lin shfrBthed (i 2 dz3 K ¢
drop in crime rategan largely be explained liycreasel police force sizes, more aggressive policing,

and higher levels oincarcerationfor convicted criminalgLevitt, 2004; Mishra & Lalumiere, 2009

Ouimet, 2002)lt is interesting to note thatCanada was not the only country to see such a dnop

crime rates. e USA, Germany, and England experienced similar declines in the, 18%0s

apparently for similar reasor(®uimet, 2002).
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Figure3.20 Crime rates (per 100,000 population) by type of crime
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Figure3.21 Crimes related to violence
(a) Total Violence Related Crimes Rate (b) Total Homicides Rate
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Violent crinmes, which tend to be closely tied to inequality (Daly et al, 2001; Hsieh & Pugh, 1993), was
the only type of crime to increase in Canada between 1980 and 2010. Panel (a) of Figure 3.21
displays the total violence related crime rate, which according toiskizg Canada data has grown

102 percent since 1980. This rise in violent crimes is not reflected in the homicide rate, however,
which is displayed in Panel (b). The homicide rate decreased 33 percent from 2.41 homicides per

100,000 people in 1980 to 1.62 2010. As was noted earlier, however, the percentage of youth (15
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24 years) deaths accounted for by homicide doubled (3.8 percent to 7.5 percent) between 2000 and
2010.

Also interesting ichanges inthe incarceration rate As Figure .22 (panel (a)) demnstrates, he

prison populationgrew exponentially from 22,502 inmates in 1980 to 38,219 inmates in 2010
However, the incarceration rate hasnded to fluctuate following a pattern related more to the
political party ingovernmentthan to the trends ininequality. For example, the incarceration rate
steadily declined 1Bercent(151.84 to 132.8) between 1993 and 2005 undéeral Rarty leadership

and almost immediately began rising from 2006 m@n dzy RSNJ 4 KS Wi2dAK 2Yy
Party leadersiip (Figure 3.2, Panel b). Overall the incarceration rate has ris2percentfrom 128.5

inmates per 100,000 Canadians in 1980 to 140.5 in 2010.

Figure3.22 Prison population and incarceration rate

(a) Actual-Count Prison Population (b) Incarceration Rate
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3.9 Subjective Measures of WeBeing, Satisfaction, & Happiness

Reported happiness levels in Canada have been fairly stable between 1981 and 2006. Three
surveys conducted by Environics, Statistics Canaahal, the World Values surveycollected data on
perceived happiness in Canada between 1981 and 2006 using similgrdiotiscales the results of
which are displayed in Figure 3,2Panels (a), (bjpnd (c) respectivelyAs Figure 3.2 (panel (b))
indicates, # three surveys foundairly consistentlevels of mearhappinessscores over timeln

short, changes in inequality have had no obvious affect on overall levels of happiness in Canadian

society.
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Figure3.23 Happiness
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Figure 3.2 demonstrates that, imilar to the pattern for perceived happiness, reported life
satisfaction also appears to have been fairly stable anada since 1981. World Valueang&y
estimates indicatettat on average Canadians reported a socaoasistently higher tha@/10 (where

ten is the most satisfied and one the leaBm 1981 to 2006. Ecima Quarterly data presents a
more fluctuating picture ofeported life satisfaction buscores for all yearstay withinone point of

the 1994 score of 6/10Anally, Canadian Community Health survey data reports an increaseeof

point between the 2002 average score of 6/10 and the 2010 average score of 7/10. Survey question
difference$ likely account for thalifferences in results, especially for the decimal quarterly survey
which focused more on retrospective and prospectieeparisonsTaken togetherhowever,these
surveysseem to indicate that Canadians agenerally satisfieavith life, and that this sasfaction has

beenrelativelystable since 1981.

8¢KS 22NIR +FfdzSa {dNBSa +alSRY awith fourifc 4sya Akiole Hesy & A R S NB
RF@aKéT 5SOAYI vidaw MOulsl Ndudsay lyaur] pdrioal pompects dor the future are now,

O2YLI NBR (2 K26 (KSe 6SNB F2dzNJ 2NJ FASS 8SENB | 3I32KE |
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Figure3.24 Life satisfaction
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3.10 Intergenerational Mobility

Alack of lomitudinal data that tracks families over generatianakes it difficult to determine long

term trends in mobility in Canadd&esearch that has been done in this area, however, has typically
found a greater degree of intergenerational mobility in terms othbincome and education in
Canada than in the U.S. or the U.K. (Corak & Heisz 1995, 1998; De Broucker & Lavallee 1998; Fortin &
Lefebvre 1998; Western & Wright 199fata limitations do not allow us to assess whether mobility

rates haveaeflectedchangesn inequality.We can speculate based on other information, however.

While studies done in thedt990s found intergenerational mobility was increasing in Canidae is
reason to believe intergenerational mobility may have decreased in recent yearsxarople,as we

have already showneglative and absolute poverty exit ratésdicate thatit has become increasingly
difficult to escape poverty since 2000. Further, inequality has been increasing, the top income
quintiles have been making larger incomengacompared to all other quintiles, anthe costs of
higher educationhave increasedFor example, the incidence of postsecondary student debt has
increased from 4ercentto 58 percentbetween 1990 and 20Q8&uggesting that more people are
finding it dificult to pay fees outright (Berger, 2009)aken together, thesérends suggestthat
upward intergenerational mobilitynay have lessened in recent decadé¥e shoud be clear,
however, that we are unaare of any data that would shed light on this issualdhus we caronly

speculate.
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3.11 Conclusions

Despite inequality growing quite substantially tleciallimpacts(at least as defined in this chapter)
of this inequality have beerseemingly quite smallHealth, mental health, happiness, and life
satifaction have all been unaffected. iShack of change probably reflects the fact that the rise in
inequalitywaslargelydriven by the rich getting richer instead of the poor getting poorer. Indeed, this
was confirmed by decreasing relative poverty, absoloverty, material deprivation, and incidence

of househol@in housing need. Some trends related to growing inequabitye emergedhowever

Onesocial impact of increasing inequality in Canada has been a decrease in relative and absolute
poverty entryand exit rates. These decreasing rates indicate that beginning in 2000 those that found
themselves in poverty tended to stay in the same situation and those not in poverty tended to do the
same. This suggests that while the percent of people in povertyedsed the chances opeople

getting out of povertyif they end up there worsenedA final social impact of rising inequality is the
effects of increasing dual earner households. With more women entering the workforce and
pursuing postecondary educatiofertility and marriage have not only declined but are occurring at
later agesFurther, people are spending more time alone and less time with friciaasily, and their

children.
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4. Political And Cultural Impacts

4.1 Introduction

A long standing argumérsuggests that economic development and democracy go fahénd

(Lipset, 1959). At the root of this argument is an important role for public opinion. As Inglehart
HnnoYpnov adlrasSaz aF a20ASG@& Aa dzyf AferBifudlessi2 Y A\
RSY2ONI O Kla az2fAR adalR NI FY2y3a GKS Lot AOdé
between economic development and support for democracy (Kitschelt 1992, Przeworski 1991).
Research on other values considered important to demogrsiegh as social trust (Putnam 1993) and

social tolerance (Andersen and Fetner 2008), further suggests that democratic values are more likely

in rich countries than in poor countries. Economic development allegedly influences support for
democracy becausemong other things, average people tend to become more educated and richer,

and have better working conditions, once modernization occurs.

It is clear that everyone does not gain equally from economic development and modernization,
however. This is obvis when one considers that income inequality has risen drastically in most
modern societies in recent decades, despite economic development inege@dderson, Beckfield

and Nielsen 2005; Brady 2009; Goesling 2001; Kenworth and Pontusson 2005). leg#nds r

Andersen and Fetner (2008) demonstrate that the extent to which economic development influences
FGdAGdzZRSa A& fFNBSt& RS SNN®Ksh&tRecanamic Algiedoprientssy SO
not the only contextual factor to consider when assegsattitudes and behaviours associated with
democracy. Economic inequality also plays a role (Andersen 2012, see also Uslaner 2002, Uslaner and
Brown 2005; Andersen and Milligan 2011). The general finding from previous research is that the
more unequal aaciety, the less likely people are to be socially tolerant, to trust one another, and to

participate in voluntary associations.

The goal of the present chapter is to explore Canadian public opinion and political participation over
the past three decades.pS8cifically, we pay close attention to whether trends in values and
behaviours related to democracy have paralleled changes in inequaléystart by exploring trends

in political and civic participation. We then move to a description of trends in sacthlpolitical

trust. The final two sections explore trends in various political values, especially those related to the

legitimacy of the government, and the welfare state.
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4.2  Political and Civic Participation

Previous research indicates that Canadiaizens have relatively high levels of civic and political
engagement when compared to citizens of most other countries (Andersen, Curtis and Grabb, 2006).
In this section we assess whether this high level of participation appeared to be influenced in any
way by the growing inequality of the 1990s. We start by exploring turnout rates. Figure 4.1 displays
turnout rates for Canadian Federal Elections as a percentage of the total voting age population and
as a percentage of the total number of registered votérke trends for these two measures differ
slightly mostly due to differences in immigration patternand hence the proportion of Canadian
citizeng over time. Nevertheless, a very marked decline in voter turnout is noticeable in both
figures.Since 1980 wMer turnout has decreased substantially from about 65 percent of the voting
aged population in 1980 to less than 55 percent in 2010. A similar pattern is shown for the
percentage of registered votersin 1985 slightly more than 75 percent cast votes; by@[@ks than

65 percent cast voteslhe largest decline in voter turnout took place in the 1990s, approximately

around the same time that the largest growth in inequality ocedr

Figure4.1 Voter turnout in Canadian Federal Elections, 198010
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Source: International Institute for Democracy and Electoral Assistance (IDEA)

Another indicator considered important for the health of a democratic nation is voluntary association
involvement (e.g., Putnam 1995:73000:33840; Skocpol 1999:27, 2002, 2003290, 2004). It is

commonly held that voluntary activities of private citizens and community groups are important in
2NRSNJ (12 O02YLISyaldsS F2NJ 6KS NBRIZOSR NRf Soti KFd GrF
social needs in recent decades (e.g., Skocpol 2003; cf. Wilson 2000). Nonetheless, despite inequality
increasing and hence one could argue volunteering and other forms of civic participation are
becoming more importarnt influential research suggests &h participation has declined over the

past few decades, though these assertions generally pertain to the US (Putnam 1995, 1996, 2000).
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Figure4.2 Average time spent volunteering in Canada, 197998.
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Souce: Andersen, Curtis, & Grabb, 2006 & Statistics Canada
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Canada, the Netherlands, the UK and the US. Using Statistics Canada time use diary data, they found
no evidence of a decline in participation in Canada over the past few decades. Thieladiihe in

Figure 52 represents the average number of minutes spent on volunteering activities in Canada from
1971 to 1998. Not only does this figure provide cleadence that participation in Canada has not
experienced a longerm decline, it also suggests thidtgrowing inequality hasiad anyeffect on
participation it is a positive ondParticipationappears tohavejumped slightly at the same time that
inequalty rose in the 1980s , and then levelled off again in the-h8i€l0s Of course, the data do not

tell us what has happened since 1998,va® have no idea whether the pattern continued to follow
inequality since thenlt is possible, however, that two fact®mwere working against each other,
resulting in no overall change. Specifically, an increase in inequality may have led to a fall in cohesion
and civic involvement, while at the same time, the retrenchment of the welfare state (to be
discussed in more deildater) led to volunteers stepping in to fill the void in some areas. The data do

not allow us to test this idea, however.

4.3 Trust in Others and in Institutions

In recent years, research has shown that political confidence, trust, and deferenceharigubave
generally declined in Canada (Nevitte 1996; Perlin 1997; Adams 2003; Johnston et al. 2006). This
decline, which has been witnessed in many modern democracies, is often attributed to a growing

knowledge and awareness of problems with governmageéncies and institutions due to rises in

Pageb7



GINICountry ReporCanada

formal education and greater media exposure (Newton 1999; Dalton 2004). Nevertheless, it also
seems sensible to suggest that confidence in government and political institutions could be declining
as inequality grow. To our knowledge, however, there is no previous Canadian research on this

topic. We thus explore this question below.

Figure 43 uses Canadian survey data from the World Values Survey -2@8) and the Canadian

Election Study (1993008), which contgi NBt S@I yi ljdzSaidArz2ya 2y OAGAT S\
government, provincial governments, in parliament generally, and in the justice system. Since 1980

trust in parliament appears to have been stable but decreasing slightly. Although there is some
fluctuation over time in confidence in some of these institutions, the general story is quite
straightforward: changes in the level of inequality do not appear to have had any profound influence

on confidence in government. Trust in parliament generallyeapp to have declined slightly, but the

decline took place from 1980 to 1990, which is before the major increase in inequality. For
confidence in the other institutions there is some indication that trust actually increased over time,

though not dramaticady.

Figure4.3 Confidence in government institutions in Canada
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Figured.4 Figure 4.4 Peragage of Canadians who believed that most people can be trusted, 1982
2006
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While confidence in both government and the legal system has been relatively high and stable since
1980, there is some evidence that trust in ethpeople has declined. Figure 4.4 displays trends in
social trust using data from the World Values Survey (2088)en asked if most people can be
trusted, more than 50 percent agreed in 1990. By 2000, however, the percentage of respondents
who trusted mat people had fallen to less than 40 percent (Figure 4.4, PanelTtay.trend is
consistent across gender, income and education (Figure 4.4, Panels (b), (c) and (d)); although both

higher incomes and higher education are associated with increasing lefvelst.

4.4  Political Values and Legitimacy

Of interest is whether growing inequality affected (or perhaps was affected by) political orientations.
Figure 45 uses the World Values Survey once again to explore trends in far right and far left politica
leanings in Canada over the past few decades. We see quite clearly that the percentage of people
reporting far left political ideology increased quite substantially after 1990. On the other hand, the
percentage reporting far right views droggiaround 090 but hasremained fairly stablsince then

This increase in the percentage reporting far left attitudes coincides very closely with the increase in

income inequality during the 1990s.
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