
Falling Behind: Our
Growing Income Gap

Prepared for the Federation of Canadian Municipalities (FCM) by
Caryl Arundel and Associates in association with Hemson Consulting
Ltd., Falling Behind: Our Growing Income Gap looks at one of the
key findings in the 2001 Quality of Life in Canadian Communities
report—that “the income gap between Canada’s wealthiest and poorest
urban residents is growing”. It builds on FCM’s Quality of Life
Reporting System, which reports on quality of life indicators in urban
centres across Canada. This report focuses on three case-study cities:
Calgary, Saskatoon and Toronto. 

The analysis is based on 1995 and 2000 taxfiler data. Census and
taxfiler data are not directly comparable, because they are based on
income of quite different groups of people. Selected findings from the
2001 Census have been included in the report, because they provide
more information than is available though the taxfiler data and
because they contribute to understanding the income gap. 

Research also included visits to each city and interviews with 15 to
20 key stakeholders, including representatives from the business com-
munity, the voluntary sector, as well as government policy and service
delivery. Each city visit also included at least one discussion group with
city staff and focus groups with city residents. The report also includes
a literature review of research on income and income inequality and of
literature addressing the implications of poverty and growing inequality.
This document summarizes the key findings of the full report, which 
is available from the Federation of Canadian Municipalities
(www.fcm.ca).

OVERVIEW
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Despite years of sustained economic growth, prosperity continues
to elude many in Canada’s cities. Although the boom of the late 1990s

saw some improvement in the incomes of low-income families and households, the
gap between those with the most income and those with the least has widened

and continues to grow.

For those left behind, this growing income gap has serious consequences.
For individuals and families, adequate income is essential, not just for

securing food, clothing and shelter, but because it contributes to their
health and security, forming a stable base from which they can 
participate in their community.

The income gap in turn produces an “accessibility gap”. User fees,
transportation costs, eligibility requirements and access issues
directly prevent individuals and families with low incomes from
participating in community life. For example, medical appoint-
ments are more difficult without a car or money for cab fare.

Recreational activities, such as sports with their fees and equipment
costs, are virtually closed to poor families, as is access to computers

and technology. Lower paying jobs have limited, if any, benefits or 
protection. And the concentration of low-income individuals and 

families into neighbourhoods contributes to isolation and “ghettoization”.

As the income gap widens, the groups most at risk of living in poverty are 
children, lone-parent families, visible minorities, immigrants and refugees, seniors,

people with disabilities, and Aboriginal people. 

Contributing to the growing income gap is a lack of cooperation and collaboration among 
governments. With no single order of government or public-sector institution able to reduce 
the income gap in Canada’s cities, greater collaboration and better working relationships among
federal, provincial and municipal governments are crucial. 

FALLING BEHIND: OUR
GROWING INCOME GAP



These are the principal conclusions of Falling Behind: Our
Growing Income Gap, a report by Caryl Arundel and Associates
in association with Hemson Consulting Ltd. The report
focuses on three cities, selected for their differing character-
istics, to explore issues raised in the 2001 Quality of Life
Report by the Federation of Canadian Municipalities
(FCM). The report builds on FCM’s Quality of Life
Reporting System, which reports on quality of life 
indicators in urban centres across Canada.

The National Context
FCM released the first Quality of Life Report in
1999. It found the income gap between the wealthiest
and poorest citizens was greater in Canada’s cities than
in the country as a whole. 

The 2001 report, based on 1996 Census data, found that
the income gap between Canada’s wealthiest and poorest
urban residents was growing. Although poverty rates declined
between the 1999 and 2001 reports, that decline did not offset the
rise in poverty during the first half of the 1990s. The income gap had
not narrowed, and poverty continued to be
concentrated in cities. 

Released data from the 2001 Census show
an improving income picture for low-
income families and households. However,
upper incomes have increased substantially,
and those living below the poverty line are
more deeply entrenched. 

In early 2004, FCM will release its third
report in the Quality of Life (QOL) series
of studies. Its section on economic security
and social inclusion supports the conclusion
that the income gap is growing.

Preliminary findings from the QOL report
show that, between 1990 and 2000, the before-tax incomes of low- and modest-income individuals—
the bottom 30 per cent of all unattached individuals—decreased by 10 per cent or more 
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More than 935,000 families reported

incomes below the Statistics Canada

Low-Income Cut Off Measure (LICO)

in 2000. Between 1990 and 2000, the

number of children living in poverty

grew by just 0.2% (from 18.2% to

18.4%), but this translates into 40,000

more children living in poverty.
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(after adjusting for inflation). Median-income families—those at the 50th percentile of the
population—saw their before-tax income decrease by 6.2 percent after adjusting for inflation.

Three Cities—a Common Problem
Falling Behind: Our Growing Income Gap sets out to broaden the understand-

ing of the income gap in our cities. It examines the factors contributing to
the income gap and the implications for urban communities by looking

more closely at three cities: Calgary, Saskatoon and Toronto. 

Although the three cities differ significantly in their physical size,
composition, economy and population size, they share the com-
mon problem of growing income disparity and its effects. This
suggests that the income gap and income polarization is greater
than an isolated big city problem. 

The study, which uses quantitative and anecdotal evidence from 
a wide range of sources, found that a significant number of low-
income families and households are reporting higher income, and

the number of families and households with incomes below the
poverty line has fallen. However, the gap between those with high

incomes and those with low incomes has widened. 

For example, in Calgary, total family income (in 1998 dollars) among the
lowest income group fell by 18.20 per cent between 1992 and 1996. It grew

by 11.26 per cent between 1996 and 1998, for a net loss of 6.94 per cent. At
the top end of the income scale, family income grew (in 1998 dollars) by 2.7 per

cent between 1992 and 1996 and by 10.26 per cent between 1996 and 1998, a net 
gain of 12.96. 



In Saskatoon, total family income (in 1998 dollars) among the lowest income group fell by 
12.60 per cent between 1992 and 1996. It grew by 5.35 per cent between 1996 and 1998, for a 
net loss of 7.25 per cent. At the top end of the income scale, family income grew (in 1998 dollars)
by 2.0 per cent between 1992 and 1996 and by 5.04 per cent between 1996 and 1998, a net gain
of 7.04 per cent.

Despite increases in average earnings and in employment levels in Toronto, many families and indi-
viduals continue to live on low incomes. In 1999, 41 per cent of lone-parent families, 48 per cent
of single people and 15 per cent of two parent families had an annual income of less than $20,000.
Total family income (in 1998 dollars) among the lowest income group fell by 31.10 per cent
between 1992 and 1996. It grew by 1.60 per cent between 1996 and 1998, for a net loss of 29.5
per cent. At the top end of the income scale, family income fell (in 1998 dollars) by 1.4 per cent
between 1992 and 1996 and grew 6.3 per cent between 1996 and 1998, a net gain of 4.9 per cent. 
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10% tile 20% tile 30% tile 40% tile 50% tile 60% tile 70% tile 80% tile 90% tile

1996 – 1998 14.09 12.55 11.64 11.11 10.68 10.71 10.70 11.20 13.07

1992 – 1996 -10.70 -1.20 0.60 2.40 3.40 4.60 6.00 7.80 10.20

In 1998 
Dollar Value

1996 – 1998 11.26 9.76 8.87 8.35 7.93 7.97 7.96 8.44 10.26

1992 – 1996 -18.20 -8.70 -6.90 -5.10 -4.10 -2.90 -1.50 0.30 2.70

Table 9: Percentage Change in Total Family Income by Income Percentiles – Calgary

Source: Falling Behind: Our Growing Income Gap

10% tile 20% tile 30% tile 40% tile 50% tile 60% tile 70% tile 80% tile 90% tile

1996 – 1998 8.03 6.82 6.33 6.04 6.49 6.19 6.51 6.63 7.72

1992 – 1996 -5.10 NA 2.00 3.50 4.50 6.00 7.10 8.30 9.50

In 1998 
Dollar Value

1996 – 1998 5.35 4.17 3.69 3.41 3.85 3.56 3.87 3.99 5.04

1992 – 1996 -12.60 NA -5.50 -4.00 -3.00 -1.50 -0.40 0.80 2.00

Table 5: Percentage Change in Total Family Income by Income Percentiles – Saskatoon

Source: Falling Behind: Our Growing Income Gap
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Analysis of taxfiler data also showed that low- and high-income house-
holds are concentrated in certain geographic areas or communities 
of the three cities studied. The pattern of concentration also holds
within high-income neighbourhoods, where the incidence of 
low-income people within the areas ranges from 9 per cent in
Saskatoon, to 10 per cent in Calgary and 11 per cent in Toronto. 

The income gap is more than an isolated big-city problem. It
affects economically successful and thriving cities, mid-sized cities
and mega-cities like Toronto. It manifests itself differently in each,

and each city’s responses reflect these differences. 

Three Cities—Common Experiences
Calgary, Saskatoon and Toronto share a number of common experi-

ences that contribute to or aggravate the income gap. Each city has felt
the effects of local fiscal restraint and of the demands for balanced budgets

that began in the early 1990s. They have also felt the effects of changes to 
federal and provincial programs.

Each of the cities experienced significant cuts to the social assistance system in the mid-
1990s. The reduction of income supports was unanimously seen as one of the main reasons 
for the high poverty rate and the growing income gap. Similar observations were made about
each province’s minimum wage. In none of the provinces could a person earn enough money,

10% tile 20% tile 30% tile 40% tile 50% tile 60% tile 70% tile 80% tile 90% tile

1996-1998 4.30 7.70 8.10 6.30 6.80 6.90 6.60 7.50 9.00

1992-1996 -23.60 -12.60 -6.80 -3.90 -1.50 0.90 2.60 4.10 6.10

In 1998 
Dollar Value

1996-1998 1.60 5.0 5.40 3.60 4.10 4.20 3.39 4.80 6.30

1992-1996 -31.10 -20.10 -14.30 -11.40 -9.00 -6.60 -4.90 -3.40 -1.40

Table 13: Percentage Change in Total Family Income by Income Percentiles – Toronto

Source: Falling Behind: Our Growing Income Gap



working full time at a minimum wage job, to move out of poverty. Perhaps the best indication of
the inadequacy of the minimum wage was in Calgary, where between 40 and 50 per cent of the
people in shelters are employed but cannot afford to live independently.

Stakeholders in each city shared a common frustration with provincial and federal orders of govern-
ment, policies, programs, fiscal arrangements and intergovernmental relations. For many, there was
little debate on what they wanted from their governments. “Ask people what makes them and their
community healthy, and they’ll tell you—a good job, a decent education, a clean and safe environ-
ment, proper housing, less poverty, a sense of community.”1

In each of the cities, low-income individuals and families face real barriers to escaping poverty,
including lack of education, affordable housing and employment opportunities. This reinforces 
the need for collaboration and partnerships to respond in a more comprehensive way. 

Those most at risk of living in poverty are lone-parent families, children, visible minorities, immi-
grants and refugees, seniors and disabled persons. This was reinforced by the findings from each
city and findings from other studies referenced in the literature review. The difference between the
three cities was in the relative balance of the different groups.

Poverty is not constant or stable. It is a permanent state for some, while others move in and out,
and others leave permanently. Changes in household status, divorce or marriage also directly affect
income levels. These findings highlight the importance of continuing to conduct research on
income and the distribution of income in cities.

Poverty breeds isolation and exclusion. Many poor people, families, children and seniors are isolated
by lack of transportation, user fees or other eligibility and access issues. Low-income groups were
frequently described as not having a political voice and being left out.

Challenge and Response—Successful Approaches
Successful responses to the widening income gap share a number of characteristics.
The challenge facing policy-makers is how to respond to the widening income gap in Canadian
cities and deal with its consequences. While this challenge is complex, there is growing agreement
on what would constitute a successful response. 

Successful approaches are those involving multiple stakeholders representing a range of interests,
leadership, locally based solutions, and the capacity to bridge institutional boundaries.

Each city has attempted to improve understanding of the income gap in two ways. First, they have
communicated information about the growing income problem. The three cities have developed

71 Saskatchewan Population Health and Evaluation Research Unit submission to the Standing Committee on Health Care, 2001.
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indices, report cards and measures, and have mapped income distribution and related character-
istics. This information is critical to decision-makers and leaders advocating changes to cur-

rent policies, programs and funding. Second, leaders in each city are increasingly
involved in income issues. 

The three cities have demonstrated successful yet different initiatives to 
deal with the consequences of income disparities. Each city’s response

reflected its history, municipal role and broader political environment. 

Calgary played a supportive role to community and business leaders,
providing information and analysis that highlighted issues and sup-
port to ‘community and business driven’ initiatives. Saskatoon’s
role could be defined broadly as a partner with a range of other
institutional, government and community members, working to
develop and implement community and system responses to the
problems. Toronto has a unique role in that it funds, administers
and provides many community and social services. It has played a
role as a leader and facilitator in the system, working with other

funding agencies, orders of government, community organizations
and business and civic leaders. 

Challenge and Response—
Effective policies and programs needed

Effective public policies and programs, particularly national ones, 
continue to be important in relieving income disparity.

Canada’s system of national transfer payments and progressive taxation plays an
important role in reducing inequities. The impact of these measures, however, has lessened

in recent years as a result of funding cuts and policy and program changes. 

Provincial and municipal policies also play an important role in reducing inequities and income
polarization. However, the mid-1990s cuts to social assistance in many provinces and the lack of
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Responses must also recognize the need for longer time horizons. The problems of inequality
and increasing polarization cannot be solved quickly. Responses that span more than one term

of office are needed, as are new ways to measure success that reflect a longer term, 
collaborative, multi-level approach.

The report finds that change is needed in a number of policy areas to 
mitigate the impact of growing inequality:

• Income—improve income supports and programs and minimum
wage policies; respond to increasing polarization in the labour market;

• Housing—support adequate, affordable, stable housing that 
promotes attachment to the community and social cohesion;
• Employment—promote employment, including access to trades
and professions, particularly for recent immigrants;
• Education—focus on the strong link between education level
and income;
• Recreation—create opportunities, build communities and
develop social capital; and
• Transportation—support accessibility and reduce isolation.

A balance is needed between universal, standard and accessible pro-
grams and policies and more targeted responses. Both are necessary.

The report finds that, once the major income and housing issues have
been addressed, responses to inequities and poverty seem to work best when

they are tailored to specific circumstances and location.

Challenge and Response—Governments must work together
Lack of intergovernmental cooperation and collaboration was identified as 
one of the reasons little is being done to fix mounting problems in cities. 
Stakeholders in each city expressed frustration with government policies, programs, fiscal
arrangements and intergovernmental relations. They recognized that no single order of 



government or public-sector institution, acting alone, can reduce the income gap in Canada’s cities.
They called for collaboration and improved working relationships among federal, provincial and
municipal governments. 

Conclusion
Poverty breeds isolation, and the growing income gap contributes to excluding people with low
income from participating fully in their communities. This challenge demands a complex and
multi-level response. Once structural income and housing issues have been addressed, responses to
inequities and poverty work best if they are location-specific. The role of federal and provincial/ter-
ritorial governments should be to support local responses to specific issues, rather than to dictate
universal policy and program solutions. A broad federal and provincial/territorial policy framework
would permit local/municipal responses. 

Municipal governments have two roles: first, to ensure a standard and accessible level of municipal
services throughout the city; and, second, to initiate and support targeted action in specific high-
need or at-risk communities. There must be a balance between universal, standard and accessible
programs and policies and the more targeted responses; both are necessary. In addition, accessible
community programs and services—public health, recreation, libraries and other services—are criti-
cally important as equalizing instruments. 
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