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Developments of Canadian redistributive  
and progressive social models  

Public expenditure for in-kind and cash transfers,  % of GDP 
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Developments of Canadian redistributive  
and progressive social models  

Tax revenue as % of GDP 
1990 2007 
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1. How have inequalities 
developed over the long-term 
up to the Great Recession? 

2. What are the major underlying 
forces behind increases in wage 
gaps and income inequality? 

3. Which policies are most 
promising to counter increases 
in inequality? 

Questions addressed in Divided we 
Stand 
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Levels of income inequality (Gini coefficient) in OECD countries, 2008

Source: OECD 2011, Divided we Stand. Note: The Gini coefficient ranges from 0 (perfect equality) to 1 (perfect inequality).  Gaps between poorest and richest 
are the ratio of average income of the bottom 10% to average income of the top 10%. Income refers to disposable income adjusted for household size.  

Huge country differences in levels of 
income inequality 

Income gap between poorest  
and richest  10%  
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Income inequality increased in most 
OECD countries ... 

Source: OECD 2011, Divided we Stand. Note: Incomes are net incomes of the working-age population. 

Trends in inequality of disposable income (Gini coefficient) 
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ÅGlobalisation, brought by rapid trade & financial 
integration ; 

ÅSkill-biased technological change; 

ÅInstitutional and regulatory reforms; 

ÅChanges in employment patterns; 

ÅChanges in household structures; 

ÅConcentration of non-wage incomes (e.g. capital); 

ÅDevelopment at the very top (1% or 0.1%); 

ÅChanges in tax and transfer systems. 

Rising inequality: the major strands of 
explanations 
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ÅTechnical progress was more beneficial for high-skilled workers; 

ÅA number of regulatory reforms aimed at promoting growth and 
ǇǊƻŘǳŎǘƛǾƛǘȅΧ 

ΧƘŀŘ ŀ ǇƻǎƛǘƛǾŜ ƛƳǇŀŎǘ ƻƴ employmentΧ 

Χōǳǘ ŀǘ ǘƘŜ ǎŀƳŜ ǘƛƳŜ ƘŀǾŜ ōŜŜƴ ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ƛƴŎǊŜŀǎŜŘ wage 

inequality; 

ÅGlobalisation (trade, FDI, financial liberalisation) had little impact 
on wage inequality trends per se but may put pressure on 
policies and institutional reforms; 

Å Increase in the supply of educated workers (human capital) 
offset much of the rise in inequality; 

 

 

 

OECD evidence on main drivers of  
rising earnings inequality 
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Changes in working conditions and 
working hours 

Accounting for part-timers and 
self-employed increases 
earnings inequality 

Hours worked decreased most 
among low-wage workers 
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ÅCapital income has grown more unequal, but its 
impact on inequality  remains moderate. 
 

ÅChanges in household structures ɉȰassortative 
ÍÁÔÉÎÇȱȟ ÓÉÎÇÌÅ-headed households) had a more 
modest impact than often portrayed. 

 

OECD evidence on main drivers of  
rising inequality (cont.) 



13/13  

-6

-3

0

3

6

9

C
h
a
n
g

e
s
 i
n
 G

in
i 

(%
 p

o
in

t)

Men's earnings disparity Men's employment Assortative mating

Household structure Women's employment Residual

Change in Gini ( )W

Societal changes played a rather modest 
role in earnings inequality trends 

Contributions to changes in household earnings inequality 

Source: OECD 2011, Divided we Stand. 
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Redistribution through taxes and benefits 
reduces market inequality by a quarter   

Working-age population, late 2000s 

Source: OECD 2011, Divided we Stand. Note: Data refer to the working-age population. 
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