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Introduction

A decade ago the ccra-MB released the Stuck
in Neutral report on inequality in Manitoba
(Hudson & Pickles, 2008). It was a bit of a glass
half full kind of report. The half full optimists
could claim that the trend towards greater in-
equality was less pronounced in Manitoba than
it was in other provinces. The half empty pessi-
mists could correctly claim that earnings for the
poorest 40% of families were either no higher or
actually lower in the early 2000s than they were
in the late 1970s despite working longer hours.
Since that report was released the global econ-
omy suffered through a massive economic cri-
sis in 2008, oil prices spiked and collapsed, and
provincial governments have come and gone.
It would seem a reasonable time to update the
study to see if the trends uncovered in the early
years of the new millennium still hold.

This study examines the changes in income
for families with children in Manitoba from the
late 1970s to 2014. The data in this report are
drawn from Statistics Canada’s Survey of La-
bour and Income Dynamics and the Canadian
Income Survey. These data exclude the institution-
alized population and those living on reserves.
The population that is excluded in these data is
greater in Manitoba than the national average.

Nationally, the total excluded population makes
up less than three percent of the population but,
in Manitoba the on-reserve population alone is
greater than three percent. The on-reserve pop-
ulation in Manitoba was about 5 percent of the
total Manitoba population (61,500 out of 1.2 mil-
lion) in 2011 (Statistics Canada, 2015). A recent
study found that the child poverty rate of the
on-reserve Indigenous population in Manitoba
was at an unacceptably high rate of 76 percent.
This is greater than the 69 percent national av-
erage of the on-reserve Indigenous population.
It is also far worse than both the child poverty
rate of Indigenous off-reserve (39 percent) and
non-Indigenous (18 percent) populations in Man-
itoba (Macdonald & Wilson, 2016, p. 16). Since
the income of the on-reserve population is at the
lower end of the income spectrum this study will
understate the degree of inequality in Manitoba.

First, we should point out that this report fo-
cuses on income rather than wealth. Income is
the amount that families bring in every period,
like a yearly salary. Wealth is a family’s accumu-
lation of assets or debts over time, like the total
amount that a family has stashed away for re-
tirement, or the value of their home. Income is
generally more equally distributed than wealth.
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When conducting a study on income trends
the author is presented with a series of choices
about the particular measures that are going
to be used. What should be the unit of analy-
sis: individuals, households, families with chil-
dren? What sort of income should be selected:
wage income, total income, after tax income?
What should the time period be? Selecting be-
tween these measures will create studies that
answer different questions and arrive at differ-
ent conclusions.

Turning first to the size of the household,
a wide variety of family types could have been
chosen, including, families under 65, families
with no children, all families, singles, or eve-
ryone. Choosing any one of these has costs and
benefits. This study has chosen to analyze eco-
nomic families (which Statistics Canada defines
as, “a group of two or more persons who live in
the same dwelling and are related to each other
by blood, marriage, common-law, adoption or
a foster relationship” (Statistics Canada, 2011).
Further we have chosen to focus on economic
families with children under 18, not all families.
We do this because it focuses on how the Mani-
toba economy was faring for families busy rais-
ing the next generation. It is also an important
indicator of future developments, given the long
shadow that social determinants such as income
cast on children’s lives. It should be noted, how-
ever, that this category tends to have less income
dispersion than other sub-groups, so the results
of this study should be taken as a conservative
measure of inequality.

The study will focus on two measures of in-
come: market income and after tax income. Mar-
ket income is a broad measure of income from all
sources except the government. It includes em-
ployment income (wages and salaries, net farm
income and net income from non-farm unincor-
porated business and/or professional practice),
investment income, private retirement pensions,
and other money income. In general, market in-
come can be thought of as income from all sources

before the government gets involved in taxes and
transfers. It is a more comprehensive measure of
inequality than examining earnings, which fo-
cuses more narrowly on wage and employment
income. For example, a 2017 CCPA report exam-
ined the changes in earnings in Ontario between
2000 and 2015 because the author was specifically
interested in the changes to the labour market
in that province (Block, 2017). It should be noted
that the income statistics in this report are not
directly comparable to those in other reports
with different income measures. In order to an-
alyze the impact of government on income dis-
tribution in Manitoba, this study will compare
market income to after tax total income, which
is market income plus all government transfers
(like Old Age Security, Employment Insurance
Benefits, child benefits, and Canada Pension Plan)
less income taxes. This is not quite the same as
personal disposable income because it does not
include government deductions for payroll taxes
such as El and cpp, sales taxes, or property taxes.

Some of the data have been grouped into four
year blocs in order to smooth out the data. The
logic behind this is to avoid drawing any false
conclusions from single years, which may be
outliers rather than genuine trends. This is es-
pecially important when examining low income
families, for whom incomes can be quite vari-
able from year to year. All of the income num-
bers have also been converted into “real” or in-
flation adjusted values, so that it measures the
purchasing power of incomes.

This study uses two different measures of
“average” incomes: the median and average. The
average takes the entire income from the group
in question and divides it by the number of peo-
ple in the group. The median is the middle of the
group being measured. Half of Manitoba fami-
lies have incomes higher than the median and
half of the families have incomes lower than the
median. The average is a better measure of how
much income is generated. The median is a better
measure of the income of the “average” or mid-
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dle family. When the two measures are similar
income is equally distributed in the group. The
higher the average compared to the median the
more income is distributed toward those with
higher incomes in the group, which indicates a
higher degree of inequality.

Finally, much of the data presented in this
study will divide the population into deciles. A
decile represents ten percent of the population
and, in this study, the deciles will be presented
from poorest to richest. So, the first decile would

represent the poorest ten percent of families out
of all the families. The average income of one
decile of the population would add up all the
income of the families in that 10 percent of the
population and divide it by the number of people
in that decile. The median would take the mid-
dle family in that decile. So, the median family
in the first decile of the population would repre-
sent the middle family income in the lowest 10
percent of the population, or the family in the
sth percentile of the population.
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Why Income Inequality Matters

When Stuck in Neutral was first released, income
inequality was not an issue with much traction
in either the economic or political policy realm.
In the early 2000s, U.S. Republican politicians
like Mitt Romney were dismissingly describ-
ing discussions about the degree of inequality
in the US as, “class warfare.” (quoted in Luhby,
2012) Economic policy in the early 2000s, in
both Canada and the U.S., followed the advice
of free market economists who, in the footsteps
of Milton Friedman, argued that income differ-
ences are required to create effort and innova-
tion. Market income, according to Friedman, is
the best measure of what an individual contrib-
utes to society.

However, there is a growing recognition
that income inequality has been increasing to
undesirable levels in many countries, including
Canada. Part of this is because of international
research, most famously by Thomas Piketty’s
(2013) book, Capital in the 21st Century, which
demonstrated remarkable increases in inequal-
ity since the 1980s, driven by stagnant incomes
for the majority of the population and fantas-
tic income gains by those at the very top end of
the income distribution. There has also been a
growing recognition that high levels of income

inequality create a wide variety of economic and
social problems. Rather than acting as a crucial
incentive for economic growth, recent research
has drawn attention to how inequality can slow
growth because those at the lower ends of the
economic spectrum are often left behind, and
don’t get to realize their full economic poten-
tial because of shortcomings in education and
other opportunities. Studies by the International
Monetary Fund (1MF) and Organization for Eco-
nomic Cooperation and Development (OECD)
have found that countries with higher levels of
inequality have lower rates of economic growth.
According to a 2014 oECD working paper, “in-
come inequality has a negative and statistically
significant impact” on economic growth. What is
particularly problematic for economic growth is
“the gap between low income households and the
rest of the population” (Cingano, 2014); see also
(Arjona, Ladaique, & Pearson, 2002) (De Serres
& Ruiz, 2014) (Ostry, Berg, & Tsangarides, 2014).

While the economic benefits of inequality
are increasingly being called into question, it
is clear that inequality creates a wide variety
of social problems, most of which are felt most
keenly by those at the lower end of the income
spectrum. In their book The Spirit Level, Brit-

CANADIAN CENTRE FOR POLICY ALTERNATIVES — MANITOBA



ish epidemiologists Richard Wilkinson and Kate
Pickett found that countries with higher levels of
inequality scored worse on measures of violence,
education, health, and social mobility (Wilkin-
son & Pickett, 2010). In Manitoba, for example,
a Manitoba Centre for Health Policy study on
the link between income and educational results
found that the factors that were once thought
to drive success in school (like smoking during
pregnancy and health during pre-school) play
a fairly small role in educational achievement
compared to the impact of low family income
(Brownell & Nickel, 2014).

Unequal educational achievement is one man-
ner in which higher inequality in any one gen-
eration can act to limit social mobility between
generations, ossifying income inequality over
time. This stems from the very natural inclina-
tion of parents to use their income to improve
the opportunities of their children, not just di-
rectly through inheritance, but also through
spending on things like education. However, in
the context of high inequality, this will create an
unequal playing field for children from rich and
poor families, making it increasingly unlikely
that low income children will be able to move
up the income ladder (Osberg, 2016). Studies
have repeatedly shown that countries with lower
levels of inequality have higher levels of social
mobility (Corak, 2013). As Richard Wilkinson
commented on PBS Newshour, “if you want to
live the American dream, you should move to
Finland or Denmark, which have much higher
social mobility.” (PBs Newhour, 2011)

The impact of income inequality on human
health was powerfully illustrated by the World
Health Organization [wHO] Commission on
the Social Determinants of Health, which spent
four years gathering the best available evidence
about the role of societal factors in influencing
global health outcomes. In its final report (WHO,
2008) the Commission concluded that, in every
country, people at relative social disadvantage
due to poverty, racism, sexism, homophobia, or

other forms of social exclusion or oppression,
suffer greater health disadvantage and shorter
lives. The report concluded that “social injustice
is killing people on a grand scale.”

Unfortunately, Canada and Manitoba are no
exception to this global phenomenon. A report
funded by the Public Health Agency of Canada
estimated that, from 1991 to 2006, at least 40,000
premature deaths in Canada each year were due
to income inequality (Tjepkema, Wilkins, &
Long, 2013). As Raphael and Bryant (2014) re-
marked at the time, this was the equivalent of
110 Canadians dying prematurely each day: “To
put that in context, imagine a Bombardier CS-
100 jet airplane full of passengers falling out of
the sky every day for a year!” Part of the impact
of poverty and inequality on health outcomes
can be seen by the increased use of the health
system by those with lower incomes. The Public
Health Agency of Canada estimated that the cost
to the healthcare system of the “excess burden
of disease attributable to health inequality” was
at least $6.2 billion annually in 2007-08 (Public
Health Agency of Canada, 2016).

Canada’s Indigenous populations bear an
excessive burden of illness related to continued
effects of colonization, which include high lev-
els of poverty, suicide and TB rates are at least
5 times higher than non-Indigenous rates; the
prevalence of major chronic diseases such as
hypertension, asthma and diabetes are higher
among Indigenous populations compared to
the total Canadian population; and Indigenous
peoples are over-represented in the H1v epidem-
ic (National Collaborating Centre for Aborigi-
nal Health, 2013; Park, Tjepkema, Goedhuis, &
Pennock, 2015). And in the most recent Health
Status of Manitobans Report (Routledge, 2015),
the Chief Provincial Public Health Officer con-
cluded that differences in socio-economic fac-
tors (especially income, education, and employ-
ment) significantly impact health in Manitoba,
and contribute to the gaps seen between the least
healthy and healthiest populations in the prov-
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ince. For example, people living in the poorest
areas of Winnipeg have between 15 and 17 years
lower life expectancy than people living in the
richest neighborhoods. (Routledge, 2015)

A key point to make here is that individu-
al lifestyle choices and behaviours account for
only a small part of these inequitable health
and social outcomes. Neither, according to the
wHO Commission, is this unequal distribution
of health-damaging experiences in any sense a
‘natural’ phenomenon. Rather, “it is the result of
a toxic combination of poor social policies and
programmes, unfair economic arrangements
and bad politics” (WHO, 2008, p. 1). As Michael
Marmot, the lead wHO Commissioner and one
of the world’s leading authorities on the health
gap related to income and other social inequali-
ties suggests: “..the scale of health inequalities in
society and the world tells us a good deal about
the quality of our society and the way we organ-
ize our affairs” (Marmot, 2015, p.20).

More generally, high degrees of inequality
compromise what Amartya Sen (Sen, 1999) and
Marta Nussbaum (Nussbaum, 2011) described as

the capability of people to live a full and flour-
ishing life. The capability approach stresses the
importance of people being able to achieve the
things in life that they have reason to value. These
goals would include obvious things such as the
ability to enjoy income, employment, food, and
housing security, but may also include others,
such as: the “ability to be treated as a dignified
being whose worth is equal to that of others”;
“being able to imagine, to think, and to rea-
son —and to do these things in... a way informed
and cultivated by an adequate education”; “being
able to laugh, to play, to enjoy recreational ac-
tivities.” Income inequality compromises these
goals because it results in decreased opportuni-
ties to develop the capabilities that people need
to live a good or satisfactory life.

The consensus on the growing dangers of ris-
ing inequality has become sufficiently widespread
that even financial institutions are starting to take
notice. TD issued a policy paper that concluded,
“Policymakers at all levels of government should
think about how to lean against the incipient in-
equality pressures.” (TD Economics, 2014, p. 12)
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Where Do You Fit?

Figure 1 shows the average market income for
economic families with children in Manitoba
and Canada. In both Manitoba and Canada the
market income is distributed very unequally.
The average market income of the lowest decile
of the population was only $4,500 in Manitoba
and $6,600 in Canada in 2014. For this 10 per-
cent of the population, market income is not
close to sufficient to afford even the most basic
of necessities. At the other end of the spectrum,
the average market income for a family in the top
decile in Manitoba was over $262,000. The av-
erage market income of a Manitoba family was
$92,000. Although we can see that this is not
really the income of the “average” Manitoban. If
we define the average Manitoban as someone in
the middle 5th and 6th deciles then their average
income is a more modest $71,000 and $82,000
respectively. Generally speaking Manitoba has

alower income than the rest of the country. The
average family market income in Manitoba is
about $12,000 lower than in Canada ($92,000 to
$104,000). However, a close look at the breakdown
of incomes by decile shows that a considerable
amount of the difference in the average income
between Manitoba and the rest of the country
is driven by differences at higher income levels.
The income differences between Manitoba and
the Canadian average for the 2nd and 3rd deciles
is only 2 and 3 percent respectively. However, in
the 6th through oth decile the difference rises to
around 15 percent. Given the low levels of market
income in Canada and Manitoba for those at the
bottom end of the income spectrum, governments
at the provincial and federal level should pursue
policies that improve this group’s participation
in the labour market and improve their income
from labour market participation.
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FIGURE 1 Average Family Market Income By Decile, Economic Families with Children, 2014 (20143)
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How Has Income Changed Over Time?

Figure 2 shows the change in average and me-
dian market income for Manitoba and Canada
between 1976 and 2014. The period between
1976 and 1993 were very bad years for Canadian
market incomes. After 1993, average market in-
comes started to increase but it was only after
1998 that they had risen above their 1976 level.
Manitoba followed the same general trend, al-
though incomes did not really start to improve
in this province until 1996. The average income
in Manitoba in 1996 was $64,000, considerably
lower than the $71,000 average income in 1976.
The late 1990s and 2000s were years of steady
growth so that in Manitoba average market in-
come had increased to $92,000 by 2014, an in-
crease of 43 percent. Canadian average market
income grew by a slightly more rapidly 46 per-
cent over this same period.

Median income follows the same overall time
trend, but at lower levels of growth. Median fam-
ily market income was lower in Manitoba and
Canada in 1996 than it was in 1976. Between 1996
and 2014 median income grew by 29 percent in
Manitoba and 36 percent in Canada. For much
of the 2000s the gap in median incomes between
Manitoba and Canada was both much narrower
than for average incomes and growing smaller

as the decade progressed. The fact that median
income grew considerably slower than average
income in both Manitoba and Canada shows that
there was greater growth at the higher end of the
income distribution. This is significant because
it indicates growing inequality.

Figure 3 shows that over the almost four
decades of this data, the market income trends
have resulted in greater inequality in both Can-
ada and Manitoba. Even more sobering is the
income trends for those at the lower ends of
the income distribution. In Canada, the aver-
age market income of the bottom three deciles
was higher in 1976—79 than it was in 2011-14.
For the lowest decile of the population, the de-
cline in average family market income was 20
percent. At the upper end of the income distri-
bution, the trend was much more favourable. In
fact, the higher up the income spectrum you go,
the larger the income gains. The average mar-
ket income of the top 10 percent of families in
Canada increased by 63 percent during this pe-
riod. Manitoba followed similar trends in market
income gains although the losses at the bottom
and gains at the top are less than was the case
for the nation as a whole. In Manitoba incomes
fell for the bottom two deciles as opposed to the
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FIGURE 2 Average and Median Market Incomes Manitoba and Canada, Economic Families with Children ($2014)
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while the average market family income of the  trends. Figure 4 shows how the average family
top decile in Manitoba increased by a relatively  market income for each decile of the population
modest 44 percent. has changed in Manitoba and Canada between
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FIGURE 3 Percent Change in Real Average Market Family Income by Decile 197679 to 2011-14
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1976—79, 1990—93, 2000—03 and 2011—-2014. As
the trends in average and median incomes from
Figure 2 suggested, the period between the late
1970s and early 1990s was not a good one for
Canadian or Manitoban incomes. In fact, 1993
marked the end of a difficult recessionary pe-
riod in Canada. In Canada, the average market
family income of the lower six deciles was lower
in 1990—93 than it was in 1976—79. The average
market family income increased for only the top
three deciles. In Manitoba, the market income
losses during this period were spread over the

entire population, although the losses were much
more pronounced in the lower deciles. The dec-
ades of the 1990s and 2000s were much more fa-
vorable in both Manitoba and Canada, featuring
income gains for all deciles both nationally and
provincially (with the exception of the bottom
decile in Manitoba between the 2000-03 and
2011-14 period). However, while these income
gains were broadly distributed, the gains for those
in lower deciles did not make up for their losses
before 1993, while those at the upper ends of the
income distribution did see their incomes grow.
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FIGURE 4 Changes in Real Average Family Market Income by Decile, Economic Families with Children (2014$)
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Inequality: Income Shares

FIGURE 5 Changesin Income Shares by Decile, Economic Families with Children 197679 to 2011-14
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Income shares show how the total amount of
income in a region is divided up among the
population. When we divide the population
by deciles, it shows the percent of the total in-
come that is earned by each ten percent of the
population. So the share of income that goes
to the first decile represents the amount of to-

tal income that goes to the poorest 10 percent
of the population. The share of income that
goes to the tenth decile shows the amount of
income that goes to the richest ten percent. If
income were perfectly equally distributed, eve-
ry decile of the population would receive ten
percent of the income. Income shares do not
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FIGURE 6 Income Shares, Market Income, Economic Families with Children
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that might still be a small absolute amount.
Income shares show the degree of equality in
the income distribution.
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The previous section demonstrated that in-
come changes since the 1976—79 years have fa-
voured those at upper income levels, although
this is slightly less true in Manitoba than Canada.
In the context of declining incomes for those at
the bottom of the income spectrum and gains
for those at the top, income inequality should in-
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crease. Figure 5 shows how income shares have
changed in Manitoba and Canada between the
years of 1976—79 and 2011—-14. The trends show
growing income inequality in both Manitoba
and Canada between these years. The share of
income going to the bottom 60 percent of the
population declined during this period and the
largest gains were made in the top decile. The
best that could be claimed for Manitoba is that
the increases in inequality were less severe in
this province than they were in the rest of the
country. The decline in income shares at the
bottom end of the income spectrum are espe-
cially worrying because they started from a very
low levels in the 1976—79 period. In Canada and
Manitoba the bottom decile received less than 1
percent of the income (0.9 percent in Canada and
0.8 percent in Manitoba). By 2011—14, that very
meagre share had fallen to 0.5% in both. The top
decile, on the other hand, saw its income share
increase from over 23 percent in Manitoba and
Canada to 28.6 percent in Canada and 26.4 per-
cent in Manitoba.

If we divide up the changes into smaller time
periods, it is apparent when these changes oc-
curred. Figure 6 shows the changes in income
shares for four periods in Manitoba and Canada.
The income shares between the top half and bot-
tom half of the population changed most dra-
matically between 1976—79 and 1990-93, fall-
ing for the bottom half and increasing for the
top half. The trend for the bottom 20 percent of
the population looks a little more positive, in-
creasing in recent decades, but not sufficiently
to compensate for the decline in income share
between 1976—79 and 1990—93. The income
shares of the top decile in Canada grew stead-
ily between 1976—79 and 2003, but declined
slightly by 2011—-14. In Manitoba, the top decile
of income earners has taken home an increased
share of the province’s income in every period,
including the years from 2000—03 and 201114,
when the top decile in Canada suffered a slight
decline in income share. As a result the gap be-
tween the income shares earned by the top 10
percent in Manitoba and Canada has decreased.
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After Tax Income:

The Role of the Government

This report has so far focused on market income.
Of course, this does not really represent a fam-
ily’s disposable income. Government intervenes
in a number of ways to influence the income of
families and the goods and services that they con-
sume. The most obvious of these interventions
are taxes. The after tax income measure in this
report calculates the changes from income taxes,
but not other forms of tax, like the GsT. It also
calculates the amount that government returns
to families in terms of transfers, but it does not
include the benefits that families get from the pro-
vision of publically provided goods and services.
So, if after tax income is lower than market income
it overlooks the fact that families are receiving
a whole host of goods, from education to health
to police, that they do not have to pay for on the
private market. Strong public services provided
free at the point of delivery, as is the case with
education and health care, reduces the degree
of inequality in society because income is less
important to families’ access to crucial services.

It is worth noting in this regard that reduc-
ing taxes has been an ineffective method of im-
proving the disposable income of the low income
population. To take just one recent example from
Manitoba, the provincial government has re-

cently committed to indexing the basic personal
exemption and tax brackets, which means that
they will increase by the rate of inflation every
year. As a result the amount of income that was
not subject to tax increased from $9271 in 2017
to $9382 in 2018. Obviously, this fails to provide
any benefit for those already with an income
low enough not to pay any taxes. Even for those
with taxable income, rich families benefit con-
siderably more than poor ones. A single person
earning $35,000 would save a grand total of $67
in 2017 and 2018 combined. A slightly more af-
fluent family earning $75,000 would save a more
substantial $199 over the two years. And the ben-
efits increase as families move up the income
spectrum. Against this very meagre, or nonex-
istent, benefit to low income families, the loss in
provincial services must be weighed. Indexing
the basic personal exemption and tax brackets
will cost the province $59 million over two years
(Province of Manitoba, 2017).

Figure 7 shows the difference between after
tax and market income for families in Manitoba
and Canada by decile in 2014. The most obvious
change is that both Canada and Manitoba are
considerably more equal once taxes and trans-
fers are analyzed.
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FIGURE 7 Average Market and Income After Tax, Economic Families with Children by Decile 2014

300,000
1 Market Income Manitoba
B After Tax Income —
250,000
200,000
150,000
100,000

50,000

o w
2 3 4 5 6

Total 1 7 8 9 10
350,000
] Market Income
Canada
B After Tax Income
300,000 —
250,000
200,000
150,000
100,000
50,000 —
o
Total 1 2 3 5 6 7 8 9 10

This is true, in part, because incomes at the bot-
tom are higher after taxes and transfers. In 2014,
the average family income of the bottom decile
increased from $6,600 in Canada and $4,500 in
Manitoba to over $23,000 in both places. While
this is obviously a considerable improvement on
the market income, it might be worth pointing

out that this is a very low level of income by al-
most any measure. It lies below Statistics Cana-
da’s Low Income Cut Off after tax (Lico AT) in
a city of over 500,000 in 2014. For a couple with
two children the Lico AT was $38,000 in 2014.
For a single parent with one child it was $24,500
(Statistics Canada 2015, July 8. p. 16). It is also well
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FIGURE 8 Percentage Change in Real Average After Tax Incomes 1976-79 and 2011-2014
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below the calculation of the living wage in Win-
nipeg. In 2016, the ccpaA estimated that a family
of four could scrape by on a bare bones budget if
each parent earned $26,460 a year, or a total two
income family total of $52,900 (Fernandez, 2017).
A recent example of how government transfers
can make a crucial difference is the non-taxable
Canada Child Benefit (ccB), introduced in 2016.
The ccB pays families with children $6,400 a year
for each child under six years old and $5,400 for
children between six and 17. Families with an in-
come of under $30,000" receive the full amount
of the benefit, while families with incomes over
this amount have the ccp reduced as their in-
come increases (Government of Canada, 2018).
The ccB is considerably more generous than the
network of old federal child benefit payments that
it replaced (the Canada Child Tax Benefit, the
National Child Benefit and the Universal Child
Care Benefit for example), especially for families
below $100,000. In Winnipeg, the ccs has been
an important factor allowing low income families

to meet the increasing costs of living expenses
(Fernandez, 2017, p. 4).

Equality is not only increased by increasing
incomes at the bottom but also decreasing them
at the top. In Canada, the average after tax fam-
ily income of the top decile was $224,000, down
from a market income of $295,000. In Manitoba,
the average after tax income of the top ten percent
of families was $195,000, while the market income
was $262,000. The difference between market and
after tax incomes in the top Manitoba decile was
very similar to the national average. In Manitoba,
the average after tax income of the top decile was
74 percent of the market income, while in Canada
that percentage was 76 percent in 2014.

Figure 8 shows the changes in average fam-
ily after tax income by decile for Manitoba and
Canada between the 1976—79 and 2011-2014
periods. It illustrates a very different story than
that shown by market income in Figure 4 in
which average market income fell for families
in the bottom deciles and grew more rapidly as

1 Technically, this is adjusted net family income, which is the income listed on line 236 of the families’ tax return minus

their ccB and Registered Disability Saving Plan income.
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we moved up the income spectrum. In Mani-
toba, the average market income of families in
the top decile increased by 40 percent while it
decreased by almost 11 percent among families
in the bottom decile. The changes in after tax
average family income are much different, espe-
cially in Manitoba. The average after tax fam-
ily income of the bottom decile increased by 62
percent in Manitoba and 30 percent in Canada.
The income gains are more modest for the high-
er income deciles. Two trends are important to

highlight. First, the actions of the income tax
and transfer system greatly increase the equal-
ity of the income gains during this period. Sec-
ond, the gains in after tax income are much
more evenly distributed in Manitoba than they
are in the country as a whole. The average after
tax family income of the lowest two deciles grew
more in this period in Manitoba than in Canada.
Further in Manitoba, the gains are more evenly
distributed even at the upper decile levels than
they are in the rest of the country.
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Conclusion

This report does contain some positive news for
those who are concerned about income inequal-
ity. Generally, market incomes for all families,
even for those at the lower end of the income
distribution, have improved after a miserable
period prior to the late 1990s. In that sense, this
report is more positive than the previous “Stuck
in Neutral” report of a decade ago. The inequal-
ity of market income in Manitoba is also lower
than inequality in the nation as a whole. The top
10 percent takes home a slightly lower percent-
age of income in Manitoba than Canada. The
bottom 20 percent earns a slightly higher share
of total market income in Manitoba than Can-
ada. Finally, the government continues to act as
an important mechanism to increase after tax
income equality. The gains in after tax income
since the late 1970s in Manitoba are much more
evenly distributed between income deciles than
is the case for market income.

Yet, simply because inequality in Manitoba
could conceivably be worse does not mean that it
is not a cause for concern. Inequality, especially
of market income, is alarmingly high in Manitoba
and the incomes of those in the bottom deciles are
shockingly low. Since the late 1970s, this problem
has grown considerably worse. The bottom two

deciles of the population actually earn a lower
market income in 2011—14 than they did in the late
1970s. In fact, market income gains grow stead-
ily larger as we move up the income spectrum,
with the richest 10 percent enjoying the highest
increases. As a result, market income is far less
equal than it was in the late 1970s. The share of
market income for the bottom seven deciles has
fallen since the late 1970s, while it has grown for
those in the top three deciles.

These are all very worrying trends. If rising
inequality is a problem that needs to be reversed,
it is not sufficient to have income gains for all
if the gains to the rich are larger than the gains
to the poor. It is not even sufficient to have the
gains to the poor equal the gains to the rich.
As Dalhousie economist Lars Osberg pointed
out, inequality will only decrease if the income
gains to the poor are greater than the income
gains to the rich (Osberg, 2016). The trends in
Manitoba market income are moving in the op-
posite direction.

Growing inequality is not an inevitable trend,
driven by forces beyond our control. Other places,
in other times have successfully reduced inequal-
ity. Between 1940 and 1980 market and after tax
inequality in many nations, including the U.S.
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and Canada decreased steadily. This decrease
was driven not only by the government’s redis-
tributive role of progressive income taxation and
transfers to the poor. It was also driven by policies
surrounding the labour market that increased the
incomes of working people. This was a period of
higher unionization rates and higher real mini-
mum wages compared to the post 1980 period -
to provide a few examples. Further policies such
as unemployment insurance benefits and social
assistance not only improve the income of the
unemployed, they also increase the income of
the working population by giving workers more
bargaining power in the labour market.
Manitoba currently has three tax brackets
with the third and final bracket taxing earnings
$68,821 and up at a rate of 17.4 percent. The Mani-
toba government could add additional tax brack-
ets to increase the marginal tax rate of those who
can afford it most. MacKinnon and Black found
in 2012 that a fourth bracket increasing the mar-
ginal tax rate of 18.5% for taxable income between
$94,000 and $128,000 and a fifth that increases
the marginal tax rate to 19.4% for earnings above

$128,000 would see an additional $48.18 in rev-
enue annually. To be in compliance with bal-
anced budget legislation this change would be
accompanied by a reduction in the tax rate of
the lowest bracket so that the changes would be
revenue neutral.

If these are the kind of policies that support
the incomes of working people, then recent pro-
vincial policy changes are moving in the wrong
direction. Bill 7 makes it more difficult for work-
ers to certify a union in Manitoba. Despite the
fact that the minimum wage is well below any-
thing that could be reasonably described as a liv-
ing income, the current government has limited
future increases to the rate of inflation, and only
when economic conditions are deemed favourable
enough. While cuts to health care and education
do not directly impact income inequality, they do
exacerbate the negative social consequences of
that inequality. In a time when the social dam-
age caused by income inequality is becomingly
increasingly recognized, recent policy choices in
Manitoba look set to increase inequality rather
than alleviate it.
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