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Source: OECD 2011, Divided we Stand 

Income inequality is at a record high in the 
OECD area 

Income gap between poorest  
and richest  10%  
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Income inequality increased in high- and low-
inequality countries alike 

Note: Refers to the working-age population. Source: OECD Income Distribution Database. 
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• Income inequality increased in both high- and low-inequality 
countries alike; 

• Income inequality increased during both recession and boom 
periods; 

• Income inequality increased despite employment growth. 

So what happened? 

• Developments in labour earnings and labour markets are the 
main drivers. 

Developments in pay are the main drivers 
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incomes increased 

Note: Refers to the working-age population. Source: OECD Income Distribution Database. 

Shares of top 1% incomes in total pre-tax incomes 
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At the lower end, lower-skilled people tended 
to fall behind 

• Changes in working conditions: part-time work and non-standard 
labour contracts increased; 

• Changes in technology: technical progress was more beneficial for 
the high-skilled; 

• Changes in working hours: many countries saw an increasing divide 
in hours worked between high- and low-wage workers. 
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Accounting for part-timers and self- 
employed increases earnings inequality 

Source: OECD 

Earnings inequality among full-timers, part-timers and all workers, 
mid-2000s 

0.20

0.25

0.30

0.35

0.40

0.45

0.50

Countries reporting gross earnings

Full-time workers

Full-time and part-time workers

All workers including self-employment (↗)



15/18 

Hours worked declined mostly among lower-
wage workers, the US excepted 

Trends in annual hours worked by earnings group, 
 mid-1980s to mid-2000s 

Source: OECD 2011, Divided we Stand 
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• A number of regulatory reforms aimed at promoting growth and 
productivity… 

…also had a positive impact on employment… 

…but at the same time have been associated with increased wage 
inequality; 

• Economic globalisation had little impact on wage inequality trends 
– technological change did; 

• The rise in the supply of skilled workers was a major  counterweight 
in reducing wage differentials and had a positive employment 
impact. 

Contrasting effects of regulatory reform and 
institutional changes 
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Individual wages and employment play a more prominent role than 
family structures: 

1. Increase in men’s earnings disparities is the main factor driving 
household earnings inequality; 

2. Increase in women’s employment worked in the opposite direction: 
equalising the distribution of household earnings; 

3. Changes in household structures (“assortative mating”, single-
headed households) had a more modest impact than often portrayed. 

The role of family formation vs. labour-
market-related factors  
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Redistribution through taxes and benefits plays 
an important role  
Market incomes are distributed more unequally than household net 

incomes: taxes and benefits reduce inequality by a quarter 

Source: OECD 2011, Divided we Stand 
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.. but redistribution became weaker in many 
countries  

How much of the increase in market income inequality was offset by 
income taxes and cash transfers? 

Source: OECD 2011, Divided we Stand 
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• While overall redistribution has increased, this was not enough 
to offset growing market-income inequality; 

• Changes in overall redistribution were mainly driven by benefits: 
those became more redistributive during the 1990s but less 
effective since then; 

• Spending levels have been a more important driver of these 
changes than tighter targeting; 

• Spending shifted towards “inactive” benefits, leading to reduced 
activity rates and higher market-income inequality. 

Why have tax/benefit systems become less 
successful at reducing inequality? 
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• Government transfers (cash and in-kind) have an important role to play to 
safeguard low-income households; 
• But social transfers need to be targeted and focussed on activation; 

• Scope for reviewing some existing tax provisions in light of increased “tax 
capacity" among top-income households; 

• “More and better jobs”: Increasing employment may contribute to sustainable 
cuts in income inequality, provided employment gains occur in jobs that offer 
career prospects; 

• Facilitate and encourage access to employment for under-represented groups: 
address labour market segmentation; 

• Promote up-skilling of the workforce: better training and education for the low-
skilled. But this should start from early childhood;  

 Both redistribution and inclusive employment policies matter. 

Policy lessons for OECD countries 
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Thank you for your attention ! 

For further details please contact:  

alessandro.goglio@oecd.org 

michael.forster@oecd.org 

wen-hao.chen@oecd.org 

ana.llenanozal@oecd.org 

 

  

 

 www.oecd.org/els/social/inequality  
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Income inequality 
What does the Canadian public see? 
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• OECD documents a growing income gap in 
most developed countries 

 

• The latest worldwide recession has 
accelerated a longer term trend 
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Income disparities are on the rise worldwide 



This trend is polarizing Americans 

“Income inequality is no longer just for economists . . .  
It has moved off the business pages to the front page.” 

     - Pew Research Center 

“The conflict between rich and poor . . . is now the greatest source  
of tension in American society . . .” 

- New York Times, January 12, 2012 



What about in Canada? 



• Focus Canada a national public opinion survey – conducted 
annually by the non-profit Environics Institute 

• Public interest research for public release  

• 2011 survey conducted in November-December by telephone 
with representative sample of 1,500 Canadians (aged 18 plus) 

• Addressed public attitudes about income disparities and related 
topics 

Focus Canada 2011 National Survey 
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* Washington Post survey, November 2011 
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Why is this gap growing?  
Unprompted mentions    2011 

Q.11 
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Does government have a responsibility? 
2011 

Q.13 
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2011    Strong agreement -- by party affiliation 

Q.13 
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Does government have a responsibility? 



How much are Canadians truly concerned?  



Satisfaction with direction of one’s country 
2011    % Satisfied     International benchmarks* 

Q.1 
* Pew Research Global Attitudes Project, March 2011 
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General opinion of large corporate profits 
1996 - 2011 
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Satisfaction with own standard of living  
1991 - 2010 

FC 2010 Q.6 
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Expectation for personal finances in 2012 
2011 
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What this research tells us 

• Canadians are conscious of growing income disparities  

• Public is looking to government to do something about it 

• But it hasn’t directly affected most people 

• The issue is symbolic: 

• Important, but not at a personal level 

• Unclear who is most responsible, or what the solutions are 

• Not a polarizing or political issue in Canada – at least not yet 



 www.EnvironicsInstitute.org 
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• Mark Cameron 
– Former Director of Policy and Research 

– Prime Minister’s Office 

• Andrew Sharpe 
– Executive Director 

– Centre for the Study of Living Standards 

• Sherri Torjman 
– Vice President 

– Caledon Institute of Social Policy 

 

Authors Discussion  
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• Mark Cameron 

• Andrew Sharpe 

• Sherri Torjman 

 

• Moderated by: Don Newman 
 

Moderated Discussion 
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Questions & Answers 
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