Income

Distribution

GPI

Noteworthy:

e The Gini coefficient (a
measure of income inequal-
ity) for after-tax and after-
government-transfer in-
come was relatively stable
between 1971 and 2003 for
both individuals and families.

¢ However, since 1994 in-
come inequality has been
increasing among individuals
and families.

e The gap between the rich
and poor is greater in Al-
berta than any other prov-
ince in Canada.

e The gap between the mar-
ket (earned) incomes of the
richest 20% and poorest
20% of Albertans has in-
creased by 62.9%.

e These trends in income
inequality in the last five
years suggest that the bene-
fits of a booming economy
are not being evenly distrib-
uted.

¢ Rising income inequality is
consistent with real weekly
wages, which have remained
relatively constant since
about 1980.

Income Distribution in Alberta

The distribution of income
can be measured in terms of
the “Gini coefficient,” a
measure of income distribu-
tion, or by the gap between
highest income earners and
the lowest. The figure below
shows that while gains were
made in income distribution
between the early seventies
and the early nineties, in-
come inequality has gener-
ally been on the rise since
the early nineties. If income
were equal everywhere, the

Gini coefficient would be
zero; the more unequal the
distribution, the closer it gets
to one. Our analysis shows
that while the distribution of
after-tax, after-transfer in-
come appears to have been
relatively unchanged since
1976, inequality rose in the
1990s. For example, between
1994 and 2003, the Gini co-
efficient (after-tax-transfers)
rose 11% for individuals and
5% for families. Despite a
prosperous economy, not all

are sharing equally in the
growing pie of prosperity, in
spite of a progressive tax sys-
tem.

The gap between the market
(earned) incomes of the rich-
est 20% and the poorest 20%
of Albertans has increased by
62.9%. In 1999, the top 20%
earned 14.5 times more than
the lowest 20%. Alberta now
has the highest after-tax in-
come gap between rich and
poor of any province.

Income Distribution in Alberta (Gini coefficient), 1971 to 2003
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The Growing Income Gap Between Alberta’s Top 20% and Bottom
So What? 20%, 1980 to 1998

Our analysis of income distribution (see
income distribution index below) shows
that income inequality declined slightly 15.00
between 1971 and the late 1980s and has
been on a gradual trend upwards since

1994. This means that since 1994, the 1300 1 Market income inequality
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wealthiest individuals and families could
earn them an hourly income roughly
5,645 times more than a person earning
Alberta’s minimum wage. Also, if the
1999 reported annual salaries of Can-
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There is no price tag on income distribution—only an adjustment to GDP (personal consumption ex-
penditures) in the GPI income statement for changes in the Gini index.

As an index, income distribution in Alberta in 20003 ranked 81 on a scale where 100 is set equal to the
greatest level of income inequality between 1961 and 2003 (see figure above).
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