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household members in very significant ways. They may ease the drudgery of 
household tasks (e.g., aid in the cleaning of clothing and dishes), may save the 
household time and effort (e.g., a freezer may reduce the time spent shopping 
and allow the household to save money by purchasing larger quantities), may 
increase the physical comfort and personal productivity in the home (e.g., air 
conditioning), or may provide entertainment and information services to the 
members of the household.

When examining the percentage gains in facility ownership for the 
period 1985–2004, we see greater gains for the lowest quintiles in both sub-
periods (1985–1994 and 1994–2004) and overall, and that the highest quin-
tiles have gained the least (executive summary tables 2, 3). The relatively poor 
(on average, based on reported incomes) have been acquiring key household 
facilities at a faster pace than the relatively rich. While we would not expect 
any kind of convergence, this is certainly evidence against a growing gap in 
material well-being.

Ra
tio

Executive summary �gure 1:  Ratio of top to bottom quintile, adult-equivalent 
consumption shares by total adult-equivalent household income, 1969–2004

Sources: Statistics Canada, Survey of Family Expenditures (FAMEX) microdata �le, selected years; 
Statistics Canada, Survey of Household Spending (SHS) microdata �le, selected years; 
calculations by the author. 
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Executive summary table 2: Facility ownership, percentage gains by lowest quintile

Percent gains

Facility 1985 1994 2004 1985–1994 1994–2004 1985–2004

Washing machine 56.34 56.28 56.04 –0.11 –0.43 –0.54

Clothes dryer 42.11 50.90 52.33 17.27 2.73 19.53

Dishwasher 13.92 20.88 23.79 33.33 12.23 41.49

Freezer 35.67 35.62 34.30 –0.14 –3.85 –3.99

Air conditioning 10.76 17.31 26.65 37.84 35.05 59.62

Cable TV 50.09 63.98 62.97 21.71 –1.60 20.45

Colour TV 80.35 96.62 97.81 16.84 1.22 17.85

VCR 7.02 59.29 78.97 88.16 24.92 91.11

Home computer 11.92 38.65 69.16

Average 26.86 15.49 30.69

Sources: Statistics Canada, Survey of Household Spending (SHS) microdata file, selected years (2004); Statistics Canada, 
Household Facilities by Income (HIFE) microdata files, selected years  (1985, 1994); calculations by the author.

Executive summary table 3: Facility ownership, percentage gains by top quintile

Percent gains

Facility 1985 1994 2004 1985–1994 1994–2004 1985–2004

Washing machine 92.14 95.33 97.38 3.35 2.11 5.38

Clothes dryer 86.99 93.41 96.58 6.87 3.28 9.93

Dishwasher 64.47 73.47 86.15 12.25 14.72 25.17

Freezer 72.36 71.19 70.11 –1.64 –1.54 –3.21

Air conditioning 26.70 39.69 56.86 32.73 30.20 53.04

Cable TV 73.73 82.76 72.14 10.91 –14.72 –2.20

Colour TV 97.09 99.44 99.66 2.36 0.22 2.58

VCR 40.16 94.99 96.62 57.72 1.69 58.44

Home computer 52.56 94.15 44.17

Average 15.57 8.90 18.64

Sources: Statistics Canada, Survey of Household Spending (SHS) microdata file, selected years (2004); Statistics Canada, 
Household Facilities by Income (HIFE) microdata files, selected years (1985, 1994); calculations by the author.
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Statistics Canada has three surveys examining the wealth of Canadians. 
They were conducted in 1984, 1999, and 2005. Executive summary tables 4, 5, 
and 6 present information drawn from these surveys relating to the question 
of inequality of household net worth. The evidence here does not support the 
view that wealth is distributed less equally than it was two decades ago. The 
Gini coefficients are almost flat over the period. The quintile distribution has 
also changed little since 1984. The shares of net worth by after-tax income 
quintile show a modest compression from 1984–1999 (i.e., lower shares at 
both the top and the bottom and more in the middle).

This study emphasizes the need to consider a broader array of indica-
tors before making any definite judgements about a “growing gap.” It also 
emphasizes that the data, especially the data drawn from surveys and tax 
files based on reported income, needs to be examined. There are a number of 
concerns about the reliability of such data and this will clearly have an effect 
on the reliability of inequality results using this data.

Executive summary table 4: Distribution of wealth in Canada, Gini 
coefficients (net worth (NW), all households)

1984 1999a 1999b 2005

Incl. negative NW 0.6868 0.6790 0.6719 0.6861*

Excl. negative NW 0.6797 0.6748 0.6676 0.6818*

Sources: Statistics Canada, Survey of Financial Security (SFS) microdata file, selected years; 
calculations by the author.

*2005 values courtesy of Statistics Canada, Financial Security Division, June/July 2007.  
Note that raw net-worth data includes negative values. Statistics Canada provided Gini 
coefficients both including and excluding these negative values.
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Executive summary table 5: Distribution of wealth in Canada, shares of 
net worth (percentage), all households, by quintile*

Quintile 1984 1999a 1999b 2005

Top 68.56 66.32 68.5 69.2

Fourth 19.68 21.11 20.1 20.2

Middle 9.30 9.48 8.8 8.4

Second 2.37 2.89 2.6 2.3

Bottom 0.09 0.20 0.1 0.1

Sources: Statistics Canada, Survey of Financial Security (SFS) microdata file, selected years 
(1984, 1999a); Statistics Canada, 2005: 9 (1999b, 2005).

*This table excludes negative values, converting them to zero following the convention of 
the Survey of Financial Security (SFS). 

Executive summary table 6: Distribution of wealth in Canada, shares of 
net worth (percentage) by household after-tax income quintile

Quintile 1984 1999a 1999b 2005

Top 45.11 44.32 43.87 NA

Fourth 20.65 22.75 22.88 NA

Middle 16.11 17.42 16.80 NA

Second 12.08 10.92 11.00 NA

Bottom 6.05 5.38 5.45 NA

Sources: Statistics Canada, Survey of Financial Security (SFS) microdata file, selected years*; 
calculations by the author.  

*The 1999 microdata file has 114 records (out of 15,900) with after-tax income set to 999,999,999. 
SFS officials decided to do that to protect the confidentiality of those households, almost all of 
which are very high net worth.  The results in this table include these values.  The quintile values 
with these very high after-tax incomes excluded are displayed at the far right of this table.

http://www.fraserinstitute.org


Fraser Institute  l  www.fraserinstitute.org

http://www.fraserinstitute.org


The Economic Well-Being of Canadians: Is there a Growing Gap?  l  9

www.fraserinstitute.org  l  Fraser Institute

Introduction

Recent papers on income inequality appear to confirm the results of earlier 
studies showing that there is a growing income gap in Canada. Studies by 
Yalnizian (2007a) on the after-tax incomes of families with children and Heisz 
(2007) on household after-tax incomes present evidence of rising income 
inequality. Earlier, Frenette, Green, and Milligan (2006); Frenette, Green, 
and Picot (2004); and Heisz, Jackson, and Picot (2001) all found empirical 
evidence of rising inequality of after-tax family incomes, especially after the 
mid-1990s. These results, however, stand in contrast to studies done earlier 
than 2001. Beach and Slotsve (1996), Smeeding and Grodner (2000), and 
Wolfson and Murphy (2000) found no evidence of rising disposable income 
inequality—at least up to the mid-to-late 1990s—in Canada. So, to the extent 
that there is a growing gap, it appears to be a newer phenomenon.

These latest results have received considerable publicity in the major 
Canadian media including the Toronto Star, Maclean’s magazine, and the 
main television networks.[1] However, this attention is not new. Inequality 
and the gap between the rich and the poor have been prominent topics in the 
news for many years. Public attitudes about inequality, arguably influenced 
by media attention, are such that a significant majority of Canadians believe 
that the gap between the rich and the poor is growing.[2] 

The evidence of growing income inequality is not limited to Canada. 
Recent studies have presented substantial empirical evidence of a growing 
gap in the United States (e.g., Saez and Piketty, 2003) and in Europe (e.g., 
Kenworthy and Pontusson, 2005). The Saez-Piketty evidence for the US, 
based on tax-filer data, however, has been criticized as being highly mislead-
ing. Alan Reynolds (2007) has argued that a number of tax changes in the US 
have resulted in a shifting of income into reportable higher-end incomes. As 
well, the exclusion of transfer payments (an important source of income at 
the low end) and evidence of growing unreported income tend to understate 

	 1	 For example, recent stories in the CBC (2007, May 11) “Canada's Rich Get Richer, Poor 
Get Poorer, Study Finds," Toronto Star (2007, May 12) “'Power Couples' Fuel Income 
Gap Study; Top-Earning Duos Are Helping Lift Rich High Above Poor: StatsCan," and 
Maclean’s magazine “Don’t Hate The Rich” (Kirby, 2007, June 18) are just a small number 
of the many pieces that have appeared nationally on the topic. As well, Canada’s highest 
circulation daily newspaper, the Toronto Star, ran a series of articles about poverty and 
the growing gap between rich and poor in Canada during the first quarter of 2007.

	 2	 A recent Environics poll, for example, reveals that 76% of Canadians believe that the 
gap between the rich and poor in Canada has grown over the past 10 years. In fact, “that 
number is up from 2003 when 70% thought the gap had grown” (Environics, 2006).

http://www.fraserinstitute.org
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bottom-end income. When these factors are accounted for, Reynolds argues 
that “there is no clear evidence of a significant and sustained increase in the 
inequality of US incomes, wages, consumption, or wealth since the late 1980s” 
(Reynolds, 2007: 22). However, using Canadian tax-filer data, Saez and Veall 
(2004) find that the top share (i.e., 1% and 5%) of gross income has surged 
in recent years. The authors argue that this finding closely parallels the US 
experience which, in turn, casts doubt on tax-induced explanations for the 
surge in both countries.

This paper has two purposes. First and principally it is a critical exami-
nation of the evidence for a “growing gap” in Canada. The paper will attempt to 
look at inequality in a somewhat broader context than is customary. Evidence 
drawn largely from household-spending data files as well as from household 
facility-ownership data and household net-worth data can shed additional 
light on the trend in inequality for Canada. Second, the paper will examine 
the issue of data reliability in the context of the measurement of inequality. 

What is inequality and                                                          
why should we be concerned about it?

In their recent book Dimensions of Inequality in Canada, Green and 
Kesselman (2006) discuss at some length why researchers should be inter-
ested in the study of inequality. Their argument, largely egalitarian in nature, 
is that a more equal society is a more just society and that measurement of 
the level and trend in inequality is critical as a guide to policies to create a 
more just society. However, regardless of one’s perspective on inequality and 
independent of the usefulness of such information as a guide to policy, pre-
sumably we would want to know about the level and trend in the distribution 
of all aspects of human well-being for its own sake.

We need not look very hard to notice fairly significant differences 
between people. There are the obvious visible differences (e.g., height, weight, 
gender, race, etc.) and the less obvious but quickly discernible distinctions 
between us such as athletic ability, physical strength, intelligence, and the 
ability to communicate. When looking more deeply we discover other kinds 
of differences that manifest themselves both at work and at play. Traits, such 
as personal initiative, ability to control emotions, organizational ability, lead-
ership, and a variety of social skills do matter in almost any setting and are 
different between people. The sum of all the visible and not-so-visible differ-
ences between people is a starting point in explaining inequality.

Clearly, the differences between people need not necessarily result in 
different outcomes in terms of incomes and living standards. That depends 
on the social, economic, and political structures and rules that we have in 
place in society. An egalitarian society is one in which, despite differences 
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between people, resources (e.g., wealth, incomes, etc.) will be shared more 
or less equally. A prerequisite for this to work is a significant state actively 
monitoring and intervening to ensure broadly equal outcomes. A free-market 
society, in contrast, would be one in which people would largely determine 
their own outcomes based on their personal skills and traits in markets. The 
state would have little or no role in monitoring or intervening in the voluntary 
arrangements made by citizens. In this case, we would not be surprised to 
see significant inequality of outcomes. Wealth and living standards are likely 
to vary widely between people.

The world we live in is a mixed system of both market activity and 
government intervention. While the degree of the mix varies between dif-
ferent nations, it is the case that there are very rich and very poor people in 
every nation. People, by and large, determine their own fate, with external 
factors and luck playing a modest or quite substantial role, depending on 
the society.

Limitations of the data

The measurement of inequality uses microdata files constructed by Statistics 
Canada. These databases are drawn either from surveys (e.g., annual surveys 
such as the Survey of Consumer Finances; the Survey of Household Spending; 
and the census, which is conducted every five years) or from tax-filer infor-
mation. Recently, the census has become a mix of survey and tax-filer data 
as respondents are asked to allow Statistics Canada to use their tax file for 
all income information. According to Frenette et al., more than 80% of filers 
do grant such permission (2004: 7).

Survey databases are subject to some editing to ensure consistency. 
Some records are masked or suppressed to protect confidentiality. Weights 
are applied to each record as a way to represent the entire Canadian popula-
tion. The internal data files, used only by Statistics Canada to generate pub-
lished tables and charts, differ somewhat from the public-use data files that 
researchers are permitted to use, largely to protect confidentiality.

Recently, weights used in survey databases (drawn from the Labour 
Force Survey) have come under increased scrutiny. This has been prompted 
by Statistics Canada research which indicated that “household income sur-
veys have tended to under-represent people with very low levels of earnings 
or no earnings, as well as people with very high earnings, while over-rep-
resenting people who are more in the middle of the earnings distribution” 
(Lathe, 2005: 6). In other words, the income surveys show an income dis-
tribution which is more compressed and less unequal than might be true. 
To correct this problem, Statistics Canada decided to revise the weights on 
existing data files to better reflect known benchmark characteristics. The 
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T4 administrative file from the Canada Revenue Agency (CRA) was deter-
mined to be the best benchmark available with which to adjust the weights. 
Revisions to the weights on the Survey of Consumer Finances (SCF) and the 
Survey of Labour Income and Dynamics (SLID) are now complete going back 
to 1980. As expected, measures of income inequality increased somewhat, 
showing more for market income and less for after-tax income.

Revisions of this sort are appropriate as new information is revealed 
which might help improve accuracy. However, there seems to be insufficient 
attention given to the actual data itself, all of which is based on reported 
incomes. The survey data is drawn from questionnaires that respondents 
complete. They are asked to report on such things as basic household demo-
graphics and detailed income (and in some surveys, spending) information. 
Not everyone will agree to complete the survey and not everyone who com-
pletes the survey will accurately reveal their income on such surveys. With 
tax-filer data, which also informs the majority of census data on incomes, 
we again have to acknowledge that not all households will report accurately 
and, additionally, not all households complete a tax return. T4 files have been 
shown to be accurate in revealing the total of wages and salaries but not other 
types of income. 

The April 1999 report of the Auditor General of Canada pointed out 
that the underground economy, which it defines as any “legal transactions in 
goods and services that are ‘hidden’, resulting in the evasion of taxes,” (Canada, 
Office of the Auditor General, 1999: 2–7) amounted to about 4.5% of GDP. It 
cost both levels of government (i.e., provincial and federal) about $12 billion 
annually in lost tax revenue. The report specifically mentions the repair/reno-
vation trade, auto repairs, and the hospitality industry as examples of hidden 
incomes. Illegal activities are not included in this total. Activities such as 
gambling, drug dealing, fencing of property, and the various facets of the sex 
industry also earn incomes for households, much of which is unlikely to be 
reported on any survey or tax return. In addition, the report suggests that the 
hidden income problem is likely to grow with the increase in self-employment 
and expansion of electronic commerce. Based on this report, by 2004, unre-
ported income could have been in the range of $50 billion or more. 

Using a latent variable approach, Giles and Tedds (2002) find the size 
of the Canadian underground economy to be 15%–16% of total GDP. They 
also take issue with Statistics Canada estimates of the total underground 
economy (i.e., 5%–6% of GDP, as determined in the 1990s) as being too nar-
row in their coverage. Schuetze (2002) uses an expenditure-based approach 
to examine the question of underreporting of income by the self-employed 
and the implications for income tax revenues. Based on a sample of full-time, 
full-year workers who report at least 30% of household income from self-
employment, he finds that the rate of non-compliance (i.e., underreporting) 
is somewhere in the range of 12%–24%. He also finds “little evidence that the 
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degree of underreporting has increased between 1969 and 1992” (Schuetze, 
2002: 233). Tedds (2005), using a non-parametric expenditure-based estima-
tion of income underreporting, finds that the degree of underreporting in 
Canada has increased between the 1980s and 1990s from $2,463 to $3,016 
in real terms, but she indicates that the rise is not statistically significant. 
The author urges that further work be done in investigating the issue of 
underreporting.

In addition to the hidden income generated from both legal and ille-
gal activities, there is apparently an additional issue with government trans-
fers. While the study is somewhat dated, Wolfson and Evans point out that 
the Survey of Consumer Finances, which at the time was the basic source 
of income distribution data in Canada, “suffers from considerable under-
reporting of certain types of income” (1990: 26). They specifically single out 
unemployment insurance, about 20% of which is not reported, and social 
assistance, about 40% of which was not reported. Given the fact that these 
are important sources of income for those at the lower end of the distribution, 
their omission from income is potentially significant for the measurement of 
inequality and poverty.

This discussion has been limited to hidden income, the underground 
economy, and the possible impact on the misrepresentation of reported 
income. The underground economy includes both legal activities, the income 
from which goes underreported or unreported, and illegal activities (e.g., 
gambling, theft, money laundering, extortion, prostitution, drug deals, etc.), 
the income from which goes underreported or unreported. However, there 
are other concerns about the quality of the reported income data. There 
might be specific exclusions of certain types of income that might be more 
relevant to the higher end of the income distribution (e.g., employment perks, 
off-shore and tax-sheltered income, personal expense reimbursements, etc.). 
If the goal is to find an indicator (e.g., income) that represents the level of 
individual or household welfare, then any significant omission which impacts 
on that welfare will reduce the reliability of inequality measurement. This 
is particularly true if these omissions and/or the level of underreporting of 
income change over time, making inter-temporal comparisons problematic.

While all of this literature suggests that there are good reasons for 
concern about the reliability of the income data that researchers use to study 
inequality, regrettably there does not appear to be a study which compares 
the size of the underground economy or of unreported income over the past 
several decades using the same methodology. Further, there does not appear 
to be any reliable study estimating the “distribution” of hidden income and 
its likely impact on inequality of reported incomes. Therefore, we simply do 
not know whether the unreported-income problem leads to overestimates 
or underestimates of income inequality. Yet, it is not a trivial matter for the 
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determination of income inequality. Until the data reliability issue is resolved, it 
will be difficult for anyone to make any definite claims about the “growing gap.”

It is clearly beyond the capacity of individual researchers and even 
research teams to resolve the data limitation issues that result from hidden 
income. It is primarily the responsibility of official statistical-gathering agen-
cies to ensure that the data they produce is accurate. These agencies are in 
the best position to evaluate the quality of the data and make adjustments 
where appropriate. 

Unfortunately, there is little mention of the problem of unreported 
income in any of the studies dealing with the measurement of income 
inequality in Canada cited above. Indeed, there is sparse discussion of data 
limitations in many such studies.[3] Readers might get the impression that the 
authors regard the data as “facts” rather than information which may have 
certain intrinsic weaknesses. This concern is particularly noteworthy in the 
light of the report of the Auditor General, in which Statistics Canada was 
cautioned that “users are not always appropriately informed of the strengths 
and limitations of statistics” (Canada, Office of the Auditor General, 1999: 
Ch. 3, p. 3–5).

In addition to concerns about unreported income and its potential 
impact on the measurement of inequality, there may be an issue regarding 
the discontinuity of the data files used in this study. The Survey of Family 
Expenditures (FAMEX) was conducted occasionally between 1969 and 1996. 
After 1996, its replacement, the Survey of Household Spending (SHS), has 
been conducted annually. This study employs the microdata files from both 
surveys for selected years in the recognition that they are similar but not 
identical surveys and that they may not, therefore, be fully comparable. Other 
researchers, including Crossley and Pendkur (2006), have also used FAMEX 
and SHS files as a single data set.

Additional concerns about the data will be discussed further on, as needed.

	 3	 The studies lead-authored by Frenette are a partial exception. These studies look in some 
detail at the advantages and disadvantages of certain databases, especially the census. 
There is a brief discussion of the sharp decline in bottom-end incomes after 1992. Frenette, 
Green, and Picot (2004) do allow that “it is, of course, likely that income from some 
sources is not reported in tax data. It is also conceivable that people at the bottom of the 
income distribution under-report to a greater extent.” However, no concern is expressed 
that inequality measurement might be adversely impacted by unreported income and 
there is no analysis of what that impact might be. Also, in terms of limitations, Heisz 
(2007) does refer briefly to the issue of the revised weights and the impact on measured 
inequality but not the quality of the data itself.
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Total income and after-tax income

Any examination of economic inequality should look at more than just income. 
Presumably, we want to know how people are doing in terms of their eco-
nomic well-being and that would suggest consideration of factors that help 
identify the household’s overall standard of living. We will miss part of the 
story if we focus only on income. Income, however, is a useful starting point, 
despite its limitations.

Household income, rather than individual income, is the operative 
indicator. Households include both families and unattached individuals. In 
households with more than one person, there are economies of scale in liv-
ing that are important to an understanding of the household’s living stan-
dard. The total income of the household would include all of the components 
of income, principally market earnings (e.g., wages, salaries, commissions, 
interest, rent, etc.), government transfers, and other income received by all 
members of the household. Total income is often regarded as a marker of a 
household’s position in the socioeconomic scheme of things, perhaps more 
from the perspective of the household itself than for outsiders. It is the first 
and easiest point of comparison that people have. After-tax income, com-
monly referred to as disposable income, is often preferred by students of 
inequality because it represents the available purchasing power or “budget 
constraint” of the household. Both measures are of interest.

To begin, it is useful to look at the income profile to get a clear pic-
ture of how reported incomes are distributed. As an example, we take the 
total incomes in the 2004 Survey of Household Spending and rank them 
from top to bottom. At the very top, we find some 1,066 households with a 
total income of $3.7 million.[4] Just below that, we find an additional 3,204 
households with incomes between $1 million and $2.1 million. As we move 
down the distribution, we see many households with still very high incomes: 
261,000 households with total incomes between $200,000 and $999,000, 
and another 1,832,687 households with total incomes between $100,000 
and $200,000. The overall average reported total household income in 2004, 
according to this particular data file, was $63,393. Moving down from the 
average, we find the median income at $51,000. In most income distributions, 
the median (or middle) value is below the mean because the mean is more 
influenced by very high incomes. A fair bit below the median income, we 
find households near the bottom of the income distribution. In 2004, there 
were 1.95 million households (or 15.9% of all households) with incomes below 
$20,000; 523,000 households (or 4.2%) with incomes below $10,000; and 
183,000 households (or 1.5%) with incomes below $5,000. This part of the 

	 4	 All of the values in this paragraph are drawn from the Survey of Household Spending (SHS) 
2004 microdata file (Statistics Canada, selected years).  All calculations by author.
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distribution should be most intriguing to social scientists because we know 
that families, let alone individuals, cannot live on $5,000 or less. However, 
even further down the distribution of total reported income, we find 41,000 
households with zero income and almost 2,000 households with negative 
income.[5] With after-tax income for 2004, the values range from a high of 
$2.5 million to a low income of $-382,000. The mean and median are, respec-
tively, $50,743 and $43,000.

A question arises about the possible exclusion of non-positive values 
in calculating inequality measures. Heisz (2007), for example, follows the 
convention developed by the Luxembourg Income Study (LIS) by first drop-
ping “observations with zero after-tax incomes” making the point that “this 
convention is based on the assumption that observations with zero after-tax 
income are erroneous” (Heisz, 2007: 15). There is no further explanation as 
to why it would be an obvious assumption to make or why very low incomes 
(e.g., less than a few thousand dollars) might not be equally erroneous. Is it 
because all households have to have at least some after-tax income (e.g., from 
transfers), otherwise how could they survive? Of course, it is possible for 
people to live by liquidating assets or by receiving gifts or loans from others, 
none of which would be counted as income. With the existing data files it is 
impossible to tell how many households are in that situation.

Heisz (2007) also points out that, following the LIS protocols, data 
in his study is both bottom- and top-coded (Heisz, 2007: 15). This simply 
means that no observations can go below a certain value and none above a 
certain value. The bottom code is set at 1% of the mean and the top code is 
set at 10 times the median. In terms of the after-tax incomes drawn from the 
2004 Survey of Household Spending, if these procedures were followed, the 
bottom allowable value would be $507 instead of the actual bottom value of 
$–382,000, while the top allowable value would be $430,000 instead of the 
actual $2.5 million. While it might seem that these are significant adjust-
ments, they have very little impact on the resulting inequality measures.[6]  
Heisz makes the point that these procedures “improve the transparency of 
the edits and facilitate international comparisons” (Heisz, 2007: 15). 

Finally, there is a question about the exclusion of negative income val-
ues. This, of course, would be redundant if one bottom-codes. Heisz points 
out that “in many studies, households with negative incomes are also dropped 
since they cause problems for inequality indices based on a log-transforma-
tion of income” (Heisz, 2007: 15). 

	 5	 Negative incomes are due, invariably, to small business losses claimed on personal tax 
returns.

	 6	 For example, the 2004 after-tax Gini coefficient without top or bottom coding was 0.3739. 
With top and bottom coding, it was 0.3728. This experiment was done using reported 
after-tax income and not on adult-equivalent incomes. 
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This study uses all of the actual data in the microfiles and neither 
excludes nor codes any data.
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Inequality in Canada

Income

Largely using Statistics Canada microdata expenditure files (i.e., FAMEX and 
the SHS) for selected years between 1969 and 2004, this study examines 
inequality in Canada over a 35-year period. As discussed earlier, other evi-
dence suggests, broadly, that income inequality was relatively stable until 
about the early-to-mid 1990s and increased after that. Table 1, using actual 
reported total and after-tax income as well as consumption levels, supports 
these earlier results. 

Table 1: Tracking inequality in Canada, household income and consumption, 1969–2004  

Year File Gini Quintile ratio Decile ratio

Income
before tax

Income
after tax

Consump. Income
before tax

Income
after tax

Consump. Income
before tax

Income
after tax

Consump.

1969 FAMEX 0.3481 0.3216 0.2971 7.57 6.39 5.25 13.68 11.16 8.42

1978 FAMEX 0.3305 0.3043 0.2908 6.64 5.50 4.99 10.94 8.87 7.72

1982 FAMEX 0.3466 0.3169 0.2951 7.07 5.75 5.05 11.58 9.10 7.72

1986 FAMEX 0.3696 0.3370 0.3147 7.62 6.16 5.48 12.31 9.67 8.35

1992 FAMEX 0.3694 0.3258 0.3102 7.61 6.04 5.13 12.46 9.56 7.59

1996 FAMEX 0.3963 0.3527 0.3190 8.47 6.79 5.23 14.35 11.37 7.98

1998 SHS 0.3873 0.3606 0.3244 9.32 7.33 5.73 13.62 12.75 8.92

2000 SHS 0.4159 0.3777 0.3328 9.85 7.77 5.93 18.17 14.06 9.30

2002 SHS 0.4067 0.3659 0.3238 9.43 7.63 6.02 17.04 13.56 9.47

2004 SHS 0.4016 0.3739 0.3492 10.01 8.14 6.11 18.77 14.88 9.72

Sources: Statistics Canada, Survey of Family Expenditures (FAMEX) microdata file, selected years; Statistics Canada, Survey of 
Household Spending (SHS) microdata file, selected years; calculations by the author. 
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