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Dans cet article, nous analysons les écarts de rémunérations et de revenus entre les Autochtones et les autres
Canadiens nés au pays, de 1995 a 2005. Nous observons que, chez les personnes ayant des caractéristiques
identiques (I’age et le degré de scolarité, par exemple), la rémunération et les revenus des Autochtones
sont largement inférieurs a ceux des autres travailleurs canadiens. Nous estimons que cet écart est de 10 %
a 20 % chez les femmes, et de 20 % a 50 % chez les hommes. Parmi les Autochtones, ce sont les Indiens
inscrits qui ont les revenus les plus bas, suivis des personnes qui se déclarent d’identité autochtone ; les
personnes d’ascendance autochtone, mais ne faisant pas partie des deux groupes précédents, sont celles
qui ont les meilleurs revenus.

Mots clés : écarts de revenus, Autochtones

Investigating the earnings and income disparity faced by Aboriginal people in Canada from 1995 to 2005,
we find that Aboriginal people face substantial income and earnings gaps in comparison with Canadian-
born majority-group workers with similar characteristics (such as age and education). The estimated gaps
are large: about 10 to 20 percent for women and 20 to 50 percent for men. However, these gaps eroded
somewhat over 1995 to 2005. Among Aboriginals, registered Indians fare worst, persons with self-reported
Aboriginal identity fare somewhat better, and persons with Aboriginal ancestry (but not identity or registry)
fare better still.

Keywords: income differences, Aboriginal persons

INTRODUCTION

In Canada, more than 1.7 million people—more
than 5 percent of the population—report Aborig-
inal identity or ancestry. Almost 1.2 million people
(about 3.8 percent of the population) self-identify
as Aboriginal persons (Census of Canada 2006).

Aboriginal people are the focus of substantial policy
attention: the federal government spends nearly
$10 billion per year on Aboriginal programs and
affairs (Government of Canada 2007, 90). In spite
of this, rates of economic success for Aboriginal
people have generally been poor. Aboriginal policy
consequently finds itself in the spotlight of public
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debates not only in Canada (e.g., Richards 2006)
but also in the United States (e.g., Jenkins 2007)
and Australia (e.g., Tonkinson 2007).

While policy literature has been active, especially
on education issues (e.g., Jenkins, 2007; Mendelson
2006; Walters, White, and Maxim 2004; Hull 2000),
academic literature has also focused on issues such
as fertility (e.g., Trovato 1987) and assimilation
(e.g., Kuhn and Sweetman 2002). However, little
work has been done to assess the labour market
prospects and performance of Aboriginal people.
In part this is because the relatively small size of
Aboriginal populations results in the number of
Aboriginal respondents on most publicly available
microdata sets being low, which poses a challenge
for analysis (e.g., Pendakur and Pendakur 1998;
Kuhn and Sweetman 2002).!

In this paper we use the entire (confidential)
main bases of the 1996, 2001, and 2006 Censuses of
Canada, each of which includes records for roughly
20 percent of all households. We examine the labour
market outcomes of Aboriginal people in Canada
along several important dimensions. First, how do
Aboriginal (Indian) legal registration, Aboriginal
identity, and Aboriginal ancestry play into patterns
of earnings and income disparity? Are the differ-
ent types, or possibly degrees, of “Aboriginality”
associated with different patterns of economic
disadvantage, and how has this variation evolved
over 1995 to 2005? Second, how does Aboriginal
disparity vary across urban labour markets and over
time, and does it correlate with the size of Aboriginal
communities within cities?

The 2006 Census microdata do not include infor-
mation on highest grade attainment for high-school
dropouts (the question was not asked). However,
we do have this information in the 2001 Census
microdata. Thus, we use the 2001 data to examine
two additional features of Aboriginal disparity that
cannot be investigated with the newer data. First,
given that education levels for Aboriginal people
are on average low, and that more than one-third of

Aboriginal people do not complete high school, does
schooling allow Aboriginal workers to overcome
earnings disparity? Second, to what degree does
earnings disparity differ across the distribution?

We use regression methods applied to the labour
market earnings and total incomes of Canadian-born
workers. We run separate regressions for men and
women, comparing Aboriginal to British-origin
people in each case.? Our linear regressions condi-
tion on typical labour market controls, including
age, education, and place of residence. Our explora-
tion of earnings disparity across the distribution uses
analogous quantile regression methods.

We find that Aboriginal men and women face
very substantial earnings disparity relative to
British-origin persons with similar characteristics
such as age and education. Further, we observe that
within the Aboriginal population, registered Indians
fare worst, persons with self-reported Aboriginal
identity fare somewhat better, and persons with
Aboriginal ancestry (but not identity or registry)
fare better still.

Although the levels of disparity are very severe,
we do see some convergence in earnings disparity
over time. For men, registered Indians and persons
reporting Aboriginal identity saw substantial reduc-
tions in earnings gaps over the period 1995 to 2005.
For women, the improvements for these groups were
smaller but still important.

We observe a great deal of variation in measured
Aboriginal earnings disparity across Canadian cit-
ies. Past research has suggested that larger co-ethnic
populations can reduce the level of disparity for
group members (Pendakur and Pendakur 2002). In
this work, however, we find that this is not the pat-
tern for Aboriginal people—indeed, it seems that the
greater the size of an urban Aboriginal community,
the worse the economic outcomes for its members.

It is well documented that the high-school drop-
out rate for Aboriginal people is high (e.g., Richards
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and Scott 2009). However, we find that even those
Aboriginals who attain high levels of education still
face substantial earnings disparity. Indeed, we see
little evidence of income convergence even at the
highest levels of schooling.

That labour market disparity is important even
for Aboriginal people with high levels of education
suggests that glass ceilings may be one driver of
economic disparity. However, our investigation of
glass ceilings belies this. In fact, we observe some-
thing more like a “sticky floor” (see Dolado and
Llorens 2004), wherein the most severe disparity is
actually at the bottom of the conditional earnings
distribution.

Previous Work

As stated, we examine labour market outcomes
for seven groupings of Aboriginal people de-
fined by their registry under the Indian Act, their
self-reported identity, and their self-reported an-
cestry. Thus, we jointly consider an external—or
legal—definition, an internal—or identity-based—
definition, and a definition based purely on ancestry.
Previous research based on census data has focused
on a broad Aboriginal category that lumps all
these groupings together (George and Kuhn 1994;
Drost 1994; Pendakur and Pendakur 1998; Kuhn and
Sweetman 1998, 2002). Most of these studies use
1991 Canada Census data, though Drost (1994) uses
the 1986 Census PUMF and Mendelson (2004) and
Pendakur and Pendakur (2007) use the 2001 Census.
These papers together establish that the incomes
of Aboriginal people in Canada are extremely low
relative to those of non-Aboriginal population, but
they do not address the question of how this dis-
parity varies across the groups that constitute the
Aboriginal population, or how it varies over time.

Other papers have used smaller data sources,
which are even more severely hampered by the fact
that Aboriginal persons constitute only a small part
of the Canadian population. In particular, Patrinos
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and Sakellariou (1992) use 1986 Labour Market Ac-
tivity Survey data to decompose wage differentials
between Aboriginals and non-Aboriginals in the
Canadian labour market, and Wannell and Caron
(1994) use data from the 1992 National Graduates
Survey to examine earnings of 1990 post-secondary
graduates for Aboriginals, visible minorities, and
whites. Despite Aboriginal persons constituting
less than 3 percent of the relatively small available
samples, these authors still found significant wage
disparity between Aboriginal and non-Aboriginal
workers.

Other authors examining this disparity have
pointed to the importance of location and identity.
George and Kuhn (1994) establish great labour
market disparity between Aboriginal and non-
Aboriginal workers. Kuhn and Sweetman (1998)
evaluate whether Aboriginal identity matters in the
context of disparity and find that those persons with
the “deepest” Aboriginal identity fare the worst in
the labour market. Drost and Richards (2003) exam-
ine the incomes of Aboriginal persons and show that
those living on-reserve fare poorly in comparison to
their off-reserve counterparts. Through the current
study, we are able to add to these findings and to
demonstrate that these patterns have persisted into
the new millennium.

Regression-based studies, such as those of Kuhn
and Sweetman (1998) and Pendakur and Pendakur
(2007), control for level of schooling. However,
few studies have looked explicitly at the link be-
tween schooling and incomes for Aboriginals in
Canada. Notable exceptions include Jenkins (2007),
Mendelson (2006), and Hull (2000), which use
census tables to look at the link between income
and education for Aboriginals. Mendelson (2006)
finds that “on average the Aboriginal population
suffers from higher unemployment, lower levels of
education, below average incomes and many other
indicators of limited socio-economic circumstances”
(39). Hull (2000) finds that registered Indians and
those claiming Aboriginal identity faced far higher
levels of unemployment than majority people.
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He also established that the employment rates of
registered Indians show stronger improvement than
those of non-registered Aboriginal people as edu-
cation levels rise. Sharpe, Arsenault, and Lapointe
(2008) show that differential educational attainment
explains a large fraction of income differences
among Aboriginal groups (though not between
Aboriginal and non-Aboriginal groups). These pa-
pers provide a detailed picture of the relationship
between schooling and average earnings in any
given age-sex Aboriginal cohort. However, because
they use exclusively tabular methods, the authors
are unable to control for many variables. Our work
extends this research on income and education for
Aboriginal people by using regression methods to
assess similar questions.

A few recent studies have focused on differences
in minority earnings outcomes across the conditional
distribution (e.g., Pendakur and Pendakur 2007;
Dolado and Llorens 2004). These papers have asked
whether glass ceilings are at work in determining the
wages of minorities. In this paper we extend that line
of research to illuminate the conditional earnings dis-
tribution of our seven groups of Aboriginal people.

Very little research has focused on how Aborig-
inal labour market attainment varies across urban
labour markets. To our knowledge, only our 2002
study has looked at this area, but using older data
and aggregating our seven groups into one category.
In sum, our current work extends previous study in
this area in the following important dimensions:
we consider three different types of “Aboriginal-
ity” (registry, identity, and ancestry); we estimate
income-education profiles for these groups; we con-
sider disparity across the conditional distribution;
and we assess how disparity varies across cities.

DATA AND METHODOLOGY
Our data are drawn from the master files of the

1996, 2001, and 2006 long-form Canada censuses.
We therefore have records for about 20 percent

of households in general, and nearly 100 percent
of households living on those Aboriginal reserves
participating in the census.’ These databases are
about seven times larger than corresponding data
drawn from the public-use microdata. From these
observations, we select all people age 25 to 64 who
are Canadian citizens by birth, resulting in three
working databases consisting of nearly two million
cases, roughly 3 to 5 percent of whom are Aboriginal
persons, in each of the census years.

We explore two aspects of income disparity. First
we use OLS regressions to measure the difference in
the conditional mean of log earnings and log total
income between Aboriginal and non-Aboriginal
workers for Canada as a whole. Earnings regres-
sions use the log of total earnings from wages and
salaries as the dependent variable and include only
those people who work for someone else and whose
primary source of earnings is from wages and sal-
aries. Total income regressions use the log of total
income from all sources as the dependent variable
and include everyone with positive incomes from
any source, including wages and salaries as well
as self-employment, investment, and government
transfer income. The total income measure does
not net out taxes paid. Earnings and income are
reported for the previous year, so we have income
data on 1995, 2000, and 2005 from the 1996, 2001,
and 2006 census data, respectively.

Earnings regressions are comparable with previ-
ous research in the literature (e.g., Pendakur and
Pendakur 1998, 2002, 2007) and allow the research-
er to focus on possible labour market discrimination
(which cannot easily be seen in transfer payments
and self-employment income). Total income regres-
sions are interesting because total income may tell
us about material well-being, whereas earnings
disparity may tell us about discrimination. In addi-
tion, because registered Indians have tax treatment
and income-transfer structures that differ from other
Canadians, total income regressions (in comparison
with earnings regressions) allow us to see the overall
effect of Aboriginal status on incomes.*
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Our investigation of Aboriginal income and
earnings disparity focuses on seven categories
of Aboriginal people differentiated along legal,
identity, and ancestry dimensions. The legal dimen-
sion is that of registry under the Indian Act; the
identity dimension is illuminated by a question on
self-reported Aboriginal identity, and the ancestry
dimension is illuminated by self-reported ethno-
cultural ancestry.

We identify two categories of self-reported legal
Registered Indian status: 1) Registered Aboriginals
living on-reserve; and 2) Registered Aboriginals
living off-reserve.

The 2001 Census includes an identity question
that asks: “Is this person an Aboriginal person, that
is North American India, Métis, or Inuit (Eskimo)?”
(Statistics Canada 2006b, 10) There are three tick-
boxes for “North American Indian,” “M¢étis,” and
“Inuit” as responses. Persons reporting registry
under the Indian Act without ticking one of the
boxes have an imputed (positive) response to the
identity question. Thus, in these data, every regis-
tered Indian has Aboriginal identity, but not vice
versa. All registered persons are captured by the
two categories listed above. We create three cat-
egories of unregistered persons with self-reported
Aboriginal identity as follows: 3) North American
Indian (including multiple responses); 4) Métis; and
5) Inuit (Eskimo).

The five categories above capture all people
with reported or imputed Aboriginal identity. Our
last two categories capture people who have Ab-
original ancestry but not Aboriginal identity, and
are derived from responses to the question “To
which ethnic or cultural group(s) did this person’s
ancestors belong?” Respondents may write up to
six responses to this question. We use the first two
responses to identify people who reported: 6) Single
Aboriginal ancestry but not Aboriginal identity;
and 7) Multiple-origin Aboriginal ancestry (e.g.,
Aboriginal-origin and British-origin) but not Ab-
original identity.
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Taken as a whole, the above categorization allows
us to differentiate those classified as Aboriginal for
policy and program purposes (registry) from those
who self-identify as Aboriginal people (identity)
from those who neither register nor self-identify
(ancestry). Registry under the Indian Act is associ-
ated with considerable policy and program attention.
Persons with Aboriginal identity (but not registry)
receive little or no targeted government financial
support but nonetheless self-identify as Aboriginal.
Thus, these people see themselves as Aboriginal
even though the state does not formally recognize
their Aboriginal status through financial transfers.
Finally, the Aboriginal ancestry category captures
those people who acknowledge at least some Aborig-
inal heritage but do not self-identify as Aboriginal.

Our regressions control for seven personal
characteristics:

+ age (eight categories), with 25-29 years old as
the left-out category;

+ education (varying numbers of categories; see
our discussion below), with high-school comple-
tion as the left-out category;

+ marital status (five categories), with single as
the left-out category;

* number of household members less 1;

+ knowledge of English and/or French (three
categories), with English only as the left-out
category;

* 12 area-of-residence categories (ten Census
Metropolitan Areas or CMAs, a small CMA
identifier, and a non-CMA identifier), with non-
CMA as the left-out category;

* 42 ethnic-origin controls including the seven
categories of Aboriginal people. The left-out
category for ethnic origin is single-origin Brit-
ish. As noted above, differences across majority
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groups (British, French, or Canadian) are small,
so it is reasonable to interpret the differences as
those between the Aboriginal groups of interest
and the majority population.

Regressions controlling for personal characteris-
tics can be thought of as comparing the earnings
of Aboriginal and British-origin persons with the
same education level, age, marital status, number
of household members, knowledge of English and
French, and area of residence. These variables are
equal to zero for a reference person, defined as
a 25-29 year old single unilingual English high-
school education British-origin person living outside
a CMA.

In our investigation of how education plays into
income disparity, we estimate log income regres-
sions for each Aboriginal group. However, dealing
with education variables poses a challenge in these
data. In 2006, the census moved to a new collection
strategy for its education variable. In particular,
since only a small fraction of the overall popula-
tion did not complete high school, Statistics Canada
decided to stop collecting information on highest
grade attainment for high-school non-completers.
Unfortunately, for the sub-population of Aboriginal
people, this was a costly decision. Approximately
one-third of Aboriginal people do not complete high
school. Consequently, in comparison with previ-
ous census waves, the 2006 data may suffer from
endogeneity bias induced by a correlated missing
regressor: highest grade attainment for dropouts is
a missing regressor that is highly correlated with
Aboriginal status. For this reason we limit our
exploration of education related differentials to
the 2001 microdata. This form of endogeneity is
likely an even larger problem at the bottom of the
conditional distribution (for a discussion of endo-
geneity in quantile regression models, see Angrist,
Chernozhukov, and Fernandez-Val 2008), and so
we limit our quantile-regression based investiga-
tion of glass ceilings and sticky floors to the 2001
microdata as well.

We use two coding structures for education.
When education is used as a control variable to
assess earnings differentials over time between
Aboriginal-origin and British-origin groups, we
include 12 categories of highest-level-of-schooling
matched to 2006 Census categories (these are: less-
than-high-school, high school completed, and ten
categories of post-secondary attainment). We chose
these categories to ensure comparability over our
ten-year period of study. When education is used
as a regressor-of-interest or as a control variable
in quantile regressions, we use 21 categories of
highest-level-of-schooling. These are: less than five
years, seven dummies for grades 5 to 11, grade 12—
13 (without completion), high-school completion
(including graduate equivalency), and 11 categories
of post-secondary attainment. The left-out category
is high-school completion.

RESULTS

Table 1 shows the frequencies and average log earn-
ings and log income for all persons in the samples,
for British-origin persons, and for our seven
Aboriginal groups.’ These numbers are weighted
so that they represent population-level estimates.
British-origin persons are the reference (compari-
son) group in all regressions. We present averages
of logs, because our regressions below use logged
dependent variables.

We draw two conclusions from Table 1. First,
Aboriginal populations in Canada are large and ris-
ing. For example, in the income sample comprised
of people with positive total income aged 25-64
and born in Canada, the men and women in the
seven groups together total nearly 245,000 people
in 1995. This amounted to about 3.2 percent of the
total population in the income sample. By 2005
this fraction had grown to just over 5 percent. This
growth in population is especially evident for the
registered Indian groups between 1995 and 2000.°
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TaBLE 1

Weighted Counts and Average Log of Total Income and Earnings for British (Comparison Group) and
Aboriginal Men and Women, 1996-2006

Sample: Total Income

Sample: Earnings

Sex Ethnic Group Weighted ~ Average Log of Weighted ~ Average Log of
Count Total Income Count Earnings

Females Total 3,506,405 9.80 3,058,540 9.68
British 460,740 9.81 402,605 9.69
Registered on-reserve 20,665 9.49 19,140 9.18
Reg. off-reserve 36,330 9.54 31,880 9.30

N. American Indian 9,150 9.59 7,950 9.34
Métis 22,790 9.55 20,025 9.30
Inuit 4370 9.54 4,030 9.21
Aborig. ancestry (single origin) 2,375 9.38 2,065 9.18
Aborig. ancestry (multiple origin) 19,880 9.64 17,225 9.48
Total 4,790,035 10.03 4,155,430 9.93
British 434,185 10.06 377,485 9.97
Reg. on-reserve 34,450 9.69 30,000 9.39
Reg. off-reserve 49,650 9.71 41,840 9.52

N. American Indian 15,885 9.78 13,245 9.65
Métis 46,465 9.79 39,295 9.64
Inuit 6,265 9.84 5,600 949
Aborig. ancestry (single origin) 8,935 9.78 7,575 9.63
Aborig. ancestry (multiple origin) 35,830 9.92 30,955 9.79
Total 5,278,875 10.22 4,517,540 10.12
British 451,645 10.23 385,880 10.14
Reg. on-reserve 39,970 9.78 32,825 9.66
Reg. off-reserve 62,915 9.96 52,770 9.80

N. American Indian 22,590 9.98 18,860 9.87
Métis 71,595 10.03 60,995 9.90
Inuit 7610 10.17 6,860 9.90
Aborig. ancestry (single origin) 13,215 10.01 11,180 9.81
Aborig. ancestry (multiple origin) 60,220 10.11 51,370 9.96

.. continued
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ThBLE 1
(Continued)
Sample: Total Income Sample: Earnings
Sex Census Ethnic Group Weighted ~ Average Log of Weighted ~ Average Log of
Year Count Total Income Count Earnings
Males 1996 Total 4,012,095 10.30 3,270,460 10.22
British 620,795 1033 506,445 10.24
Reg. on-reserve 28,375 9.56 25,385 9.25
Reg. off-reserve 33,755 9.83 28,805 9.65
N. American Indian 11,325 10.01 9470 9.87
Métis 27,315 9.94 22,925 9.81
Inuit 5,280 9.85 4,795 9.55
Other Aborig. identity 550 10.02 430 9.66
Aborig. ancestry (multiple origin) 22,220 10.17 18,760 10.04
2001 Total 5,269,310 1045 4,379,235 1042
British 557,085 10.51 460,370 1048
Reg. on-reserve 40,345 9.60 34,105 9.49
Reg. off-reserve 44,065 9.94 36,325 9.92
N. American Indian 17,390 10.10 14,450 10.09
Métis 52,350 10.13 43,230 10.12
Inuit 6,575 9.89 5,750 9.71
Aborig. ancestry (single origin) 11,010 10.19 9,260 10.16
Aborig. ancestry (multiple origin) 35,385 10.31 29,780 10.28
2006 Total 5,678,860 10.55 4,586,645 10.59
British 574,630 10.60 459,265 10.63
Reg. on-reserve 44,735 9.45 35,020 9.68
Reg. off-reserve 54,440 10.11 45,030 10.17
N. American Indian 23,660 10.20 19,070 10.30
Métis 75,235 10.35 61,530 1041
Inuit 7,645 10.11 6,860 10.05
Aborig. ancestry (single origin) 15,025 10.30 12,110 10.34
Aborig. ancestry (multiple origin) 58,885 1042 49,035 10.46

Sample:  Total income: population born in Canada, age 25-64, able to speak an official language with $100+ in total income.
Earnings: population born in Canada, age 25-64 able to speak an official language whose primary source of earnings are
from wages and salaries with $100+ earnings.

Source: 1996, 2001, and 2006 confidential census (individual) files.
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Second, all seven Aboriginal groups have
comparatively low income and earnings. Table 1
shows the log of earnings from wages and salaries
and the log of total income from all sources for
men and women by British-origin and Aboriginal
group status. For small differences (e.g., less than
0.20), differences in the average log of income or
earnings can be interpreted as approximately equal
to proportionate differences in average income or
earnings. For example, the average of 1995 log total
income for British-origin women is 9.81.For women
with multiple-origin Aboriginal ancestry, it is 9.64,
suggesting that they earn about 17 percent less than
British-origin women (9.81 - 9.64 =-0.17).” We see
that, for both women and men, all Aboriginal groups
have lower earnings and income than British-origin
people. Our regression analysis below shows that
this is true even when controlling for important
characteristics like age and education, implying that
Aboriginal people are poorer than can be explained
by their low education levels and relative youth
compared to the majority population.

Total Income and Earnings Disparity

To begin our investigation of income and earnings
disparity, we first present overall earnings and income
gaps by regressing the log of income or earnings on
personal characteristics and group status. Income
regressions use the entire population of either men or
women reporting positive income from any source.
Earnings regressions use only those men or women
who report positive earnings from wages and salaries.
The coefficients on group membership may be taken
as indicators of overall earnings and income dispar-
ity under the restriction that the returns to education
(and all other characteristics) are the same for all
groups (a restriction we relax in Table 3). For ease of
interpretation, we report estimated proportionate dif-
ferences and their standard errors.® Reported figures
can therefore be interpreted as percent differences in
income between the group of interest and the control
group (British single origin).

For Table 2, the comparison group is people
reporting only British origin. However, as noted,
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there is no significant difference in earnings between
people who respond British, French, Canadian, or
combinations of these three groups. Thus, we take
our results to indicate disparity between Aboriginal
and majority origin respondents.

We see four related patterns in Table 2. First,
with one exception,’ we find that regardless of type
of income, sex, or Aboriginal group, the differen-
tial between majority and Aboriginal Canadians
is always negative and statistically significant at
conventional levels. The degree of disparity is very
large. The estimated proportionate gaps are on the
order of 10 to 20 percent for women and 20 to 50
percent for men.

Second, there is a rough rank-ordering in the
income and earnings attainment of our various
categories of Aboriginal people. Looking at men,
we see that registered Indians face the greatest
disparity in all three census periods. The propor-
tionate earnings and income gaps for registered
men living on-reserve are about 50 percent. Among
non-registered men, those reporting North American
Indian (NAI) or Métis identity face somewhat less
but still very substantial disparity. The proportion-
ate earnings and income gaps for NAI men are
approximately 20 percent. Finally, those reporting
multiple-origin Aboriginal ancestry, but not Ab-
original identity, face relatively small earnings and
income gaps on the order of 10 percent.

Turning to women, the rank-ordering is not
quite as stable. However, in 2001 and 2006, the
rank-ordering looks similar to that of men: women
registered under the Indian Act fare worst, fol-
lowed by unregistered women reporting Aboriginal
identity, followed by women reporting Aboriginal
ancestry.

These findings add nuance to those of Drost
and Richards (2003), who conclude that although
incomes are very low for urban Aboriginal people,
incomes for those on-reserve—most of whom live
outside of cities—are even lower. We corroborate
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ThBLE 2
Proportionate Differences in Earnings between Selected Groups of Aboriginal Men and Women Compared to
British Origin Men and Women, 1996, 2001, and 2006 Census Years

1996 2001 2006

Prop Diff se. Prop Diff se. Prop Diff s.e.
Total Female Observations 920,515 947,329 1,080,960
Income R? 0.13 0.13 0.13

Registered on-reserve -0.02 0.01 -0.09 0.01 -0.15 0.00

Reg. off-reserve -0.04 0.01 -0.15 0.01 -0.10 0.01

N. Amer. Indian -0.12 0.02 -0.15 0.01 -0.15 0.01

Métis -0.08 0.01 -0.09 0.01 -0.07 0.01

Inuit 0.16 0.02 0.17 0.01 0.42 0.01

Other Aborig. identity -0.07 0.07 -0.10 0.06 -0.11 0.04

Aborig. ancestry (single) -0.13 0.03 -0.06 0.02 -0.07 0.02

Aborig. ancestry (multiple) -0.07 0.01 -0.07 0.01 -0.07 0.01
Male Observations 1,077,515 1,055,022 1,167,085
R 0.18 0.18 0.16

Reg. on-reserve -043 0.00 -045 0.00 -0.56 0.00

Reg. off-reserve -0.27 0.01 -0.29 0.01 -0.23 0.01

N. Amer. Indian -0.20 0.01 -0.24 0.01 -0.22 0.01

Métis -0.24 0.01 -0.19 0.01 -0.11 0.01

Inuit -0.25 0.01 -0.27 0.01 -0.14 0.01

Other Aborig. identity -0.20 0.06 -023 0.06 -0.14 0.04

Aborig. ancestry (single) -0.19 0.02 -0.07 0.02 -0.11 0.02

Aborig. ancestry (multiple) -0.07 0.01 -0.08 0.01 -0.06 0.01
Earnings Female Observations 806,880 840,887 923,350
R? 0.14 0.14 0.16

Reg. On-reserve -0.14 0.01 -0.23 0.01 -0.09 0.01

Reg. Off-reserve -0.10 0.01 -0.25 0.01 -0.12 0.01

N. Amer Indian -0.17 0.02 -0.18 0.02 -0.12 0.01

Métis -0.17 0.01 -0.17 0.01 -0.09 0.01

Inuit 0.01 0.02 -0.08 0.01 033 0.01

Other Aborig. identity -0.13 0.08 -0.16 0.07 -0.15 0.04

Aborig. ancestry (single) -0.21 0.03 -0.10 0.02 -0.11 0.02

Aborig. ancestry (multiple) -0.09 0.01 -0.10 0.01 -0.09 0.01
Male Observations 884,835 891,695 941,615
R 0.19 0.18 0.19

Reg. on-reserve -0.53 0.00 -0.50 0.00 -0.48 0.00

Reg. off-reserve -0.35 0.01 -0.32 0.01 -0.23 0.01

N. Amer Indian -0.24 0.01 -0.25 0.01 -0.18 0.01

Métis -0.30 0.01 -0.21 0.01 -0.11 0.01

Inuit -0.37 0.01 -0.38 0.01 -0.26 0.01

Other Aborig. identity -0.30 0.07 -0.26 0.07 -0.17 0.04

Aborig. ancestry (single) -0.18 0.03 -0.08 0.02 -0.11 0.02

Aborig. ancestry (multiple) -0.09 0.01 -0.08 0.01 -0.06 0.01

Selection:  Total income: population born in Canada, age 25-64, able to speak an official language with $100+ in total income.
Earnings: population born in Canada, age 25-64 able to speak an official language whose primary source of earnings are from wages and
salaries with $100+ earnings.

Note: Controls include age, level of schooling (matched to 2006 categories), official language knowledge, marital status, city of residence, and household size.
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72 Krishna Pendakur and Ravi Pendakur

this finding for registered Indian men, who have
much higher earnings and incomes off-reserve than
on-reserve, but find the opposite for registered In-
dian women, who perform slightly better on-reserve
than off-reserve.

One might argue that registry, and especially
on-reserve registry, is correlated with remoteness
of residence, concluding that the extreme disparity
observed for registered Indians is really due to the
isolation of many reserves. However, when we run
regressions by city, so that we are considering exclu-
sively urban Aboriginals (some of whom live on urban
reserves), a similar pattern of disparity emerges. Thus,
although remoteness exacerbates the income dispar-
ity faced by registered Indians, it does not explain it.

The results for two of our groups are somewhat
puzzling. For women, Inuit have higher incomes
and earnings than British-origin women, whereas
for men, Inuit have much lower incomes and earn-
ings than those of British origin. We do not have an
explanation for this pattern, but we do note that the
Inuit live mainly in the far north of Canada in very
small communities and so face quite different labour
market conditions than do other Aboriginal people.

The least disadvantaged group of Aboriginal
people is comprised of people who report multiple-
origin Aboriginal ancestry but who neither report
registry under the Indian Act nor self-identify as
Aboriginal. However, this group still faces a dispar-
ity of approximately 10 percent for both women and
men. From a comparison of these findings, it appears
that even a little “Aboriginality” is associated with
poor labour market outcomes.

The third pattern relates to how total income
disparity compares to earnings disparity. Some of
the public debate in Canada has focused on the fact
that registered Indians have access (in principle) to a
large set of public transfer programs. Thus, earnings
disparity may overstate the true economic dispar-
ity faced by this group. However, we see in Table
2 that proportionate income and earnings disparity

are both approximately 50 percent for registered
on-reserve men. For women, the relative size of
these disparities is different in different years. Thus,
for men, we conclude that public transfers are not
substantially mitigating the disadvantage that we
observe, and for women, we see no clear pattern.

Fourth, there are several striking patterns in the
evolution of disparity over time. We see a fairly
robust pattern of declining overall earnings dispar-
ity for these Aboriginal groups from 1995 to 2005.
Looking first at on-reserve registered Indians, we
see a proportionate earnings disparity for both men
and women of about 5 percentage points lower in
2005 than in 1995. For registered off-reserve Indi-
ans, earnings disparity also declined. For men, this
decline was very large, amounting to an improve-
ment in the gap by about 12 percentage points. For
women, there was a decline in disparity of similar
magnitude between 2001 and 2006, but it was pre-
ceded by an increase between 1996 and 2001.

For the identity groups, we also see a very sub-
stantial reduction in earnings disparity over time.
For NAI men and women, the proportionate dispar-
ity fell by about one-third, and for Métis men and
women, it fell by about half.

In contrast, for persons reporting multiple-origin
Aboriginal ancestry (but not Aboriginal identity),
earnings disparity was unchanged for women over
the period and declined (marginally statistically
significantly) by about 3 percentage points for men
over the period.

The evolution of total income disparity was
similar in that it showed convergence between
Aboriginal and non-Aboriginal incomes, but some
differences stand out. In particular, for registered
Indians living on-reserve, whereas earnings dis-
parity got smaller over time, income disparity got
bigger over time. For both men and women, total
income disparity grew by 13 percentage points
between 1995 and 2005. This pattern over time
strengthens the view that transfers did not undo
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earnings disadvantage for these people. In fact,
although earnings converged for registered Indians
living on reserve, incomes for these people diverged
from those of the majority.

Patterns across Cities

In this subsection we examine Aboriginal earnings
disparity in 12 urban labour markets. There are two
important reasons to consider urban Aboriginal
people in a city-specific way. First, from the material
above, it is clear that registered Indians living on-
reserve face the most severe earnings and income
disparity. However, since reserves are often far
from cities and their associated economic activity,
one might argue that this disparity is really about
location. We find that this is not the case: on-reserve
registered Indians living in large cities face severe
economic disparity. Second, Aboriginal people are
distributed quite unevenly across Canadian cities.
Other research on the economic outcomes of ethnic
minorities in Canada concludes that ethnic minority
people perform better in cities with large numbers of
co-ethnic residents (Pendakur and Pendakur 2002).
This suggests a favourable enclave effect, wherein
large urban ethnic enclaves improve the outcomes
of their members. In this subsection, we show that
this is not the case for Aboriginal people; indeed,
Aboriginal people living in cities with large numbers
of Aboriginals tend to fare particularly poorly.

Table 3 presents selected proportionate earnings
gaps from regressions like those for earnings in Table
2, but run separately by sex in each of 12 Canadian
cities. These cities include the 10 CMAs that are
included as dummy variables in Table 2, plus Regina
and Saskatoon, which are part of the “small CMA”
dummy variable used in Table 2. We report estimates
for two of our Aboriginal groups: registered Indians
living on- and off-reserve.'® We note that many of
these estimated proportional differences are imprecise
as a result of small sample sizes for some cities, but
most estimates have standard errors of less than 0.15.

The top panel shows earnings disparity for
registered Indians living on-reserve in cities. Empty
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cells in Table 3 indicate cities with no reserves (or
non-enumerated reserves). All these estimates are
significantly negative or insignificantly different
from zero. For example, in Toronto in 2006, regis-
tered on-reserve men and women faced gaps of 39
and 36 percent, respectively. In Vancouver, these
gaps for men and women were 38 and 16 percent.

However, some cities with reserves have very
few reserve residents. Even considering only those
cities and years where there are enough on-reserve
people!! to get tight standard errors, disparity ranges
from 16 to 66 percent for women and 38 to 64 per-
cent for men. Thus, neither statistical imprecision
nor remoteness is the sole driver of the extremely
severe earnings disparity we observe for registered
Indians living on-reserve.

We note that the improvement over time observed
at the Canada-wide level in Table 2 is also seen at
the city level. Although the estimated proportion-
ate differences are a bit more uneven, possibly due
to the increased standard errors, there is an overall
trend toward either stable or declining earnings gaps
over time for both men and women. For example, in
Vancouver, the estimated gap for women declined
from 35 percent to 16 percent in 1996 and 2006,
respectively. For men, this gap declined (though not
quite statistically significantly) from 46 percent to
38 percent in 1996 and 2006, respectively.

Looking at registered Indians living off-reserve
(bottom panel of Table 3), we see that for both men
and women, the estimated disparity is relatively high
in the prairie cities of Winnipeg, Saskatoon, Regina,
and Edmonton, which have very large Aboriginal
populations. The estimated disparity for women in
these cities in 2006 ranges from 16 to 33 percent.
The estimated disparity for men in these cities in
2006 ranges from 27 to 41 percent.

For Montreal, Toronto, and Vancouver, we see
less disparity. For women, the estimated gaps range
from 12 to 19 percent in 2006, and for men from
17 to 30 percent in 2006. Whereas other research in
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Canada has found that ethnic minorities have bet-
ter economic performance in the presence of large
numbers of co-ethnics, we do not see such a pattern
for any group of Aboriginal people. In fact, what we
see suggests the opposite. In Winnipeg, where Ab-
original peoples constitute more than 11 percent of
the population, Aboriginal disparity is amongst the
most severe of any of the 12 cities studied. However,
in Toronto, where Aboriginal persons make up only
1 percent of the population, Aboriginal disparity is
amongst the least severe of the 12 cities studied.

Income, Earnings, and Education Levels
Table 2 shows the average differentials in both total
income and earnings faced by different groups of
Aboriginal men and women as compared to men and
women of British origin, controlling for schooling
and other characteristics. However, the return to
schooling might be different for Aboriginal versus
non-Aboriginal people for at least two reasons.
First, it is well known that Aboriginal people have
on average lower education levels. This could be
connected to low returns to education, in compari-
son with the returns to education for majority group
people. Second, because transfer programs focus
on registered Indians and because such transfers
typically have higher incidence for poorer persons,
the total income return (including transfer income)
could potentially be lower for registered Indians
than for majority group people.

Alternatively, one might expect that because Ab-
original people are the target of federal and provincial
government preferential hiring programs, the extreme
income disparity observed on average for Aboriginal
people would be less severe for those Aboriginals with
high levels of education. In this case, the total income
return to education, at least at high levels of education,
would be higher than for majority group people. In this
section, we examine the earnings-schooling profiles
and income-schooling profiles for registered Indians,
NAI and Métis people.

Table 4 shows selected coefficients (not propor-
tionate differences) from the estimate income- and

earnings-education profiles from regressions on
2001 Census data that control for personal charac-
teristics. We present estimates for the constant term,
which gives the estimated log earnings (log income)
of areference person with a high-school certificate;
with grade 10 (without a high-school certificate);
with some non-university post-secondary but no
certificate; post-secondary with a trades certificate;
with some university but no certificate; and with a
completed bachelor’s degree.!?

We refer to these as “naive” income and earnings
returns to schooling because they do not account
for the fact that schooling is a decision made by
individuals. Thus, these returns “add up” the effects
of individuals getting more education and the fact
that those who choose to get more education might
be more productive (economically) than those who
choose not to.

The estimated constant term shows differences in
log earnings and log income between high-school
educated Aboriginal people and high-school edu-
cated British-origin people that are broadly similar
to the differences shown in Table 2. For example,
the constant terms for Aboriginal men in both in-
come and earnings regressions are all much lower
than those for British-origin men. For women, this
pattern is weaker but still evident in the constant
terms in their earnings regressions.

We can evaluate the naive return to high-school
completion relative to dropping out in grade 10
by looking at the estimated grade 10 coefficients.
If these coefficients are larger (in absolute value)
for Aboriginal than for British-origin people, this
would indicate that Aboriginal people have higher
naive returns to schooling at that level of education.
For British-origin women, the income and earnings
returns are 0.26 and 0.33 log points, respectively.
Aboriginal women have estimated returns that are
statistically indistinguishable from these numbers,
which means that Aboriginal women do not have
different naive returns to high-school completion
than British-origin people.
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Turning to men, we see that the income and
earnings returns to completing high school relative
to dropping out in grade 10 are 0.28 and 0.20 log
points, respectively. In contrast, registered off-
reserve men have much higher income and earnings
returns, of 0.50 and 0.40 log points, respectively.
Métis men show a similar pattern, though of smaller
magnitude.

Registered on-reserve men show an interest-
ing contrast: their earnings return to high-school
completion is larger than that of British-origin men,
but their income return is smaller.

Turning to the BA column of the table, we can
evaluate the naive returns to a completed bachelor’s
degree relative to high school only. For British-
origin women, a completed bachelor’s degree is
associated with an income return of 0.54 log points
and an earnings return of 0.63 log points. Among
the Aboriginal groups, all but Métis women have
lower income returns to a completed BA, but no
Aboriginal group has a much lower earnings return.

The pattern for men is somewhat different: regis-
tered on-reserve men have higher income and earnings
returns to a completed BA than British-origin men,
but other Aboriginal groups have lower income and
earnings returns than their British-origin counterparts.

Examination of the “some university with the no
certificate” column allows us to examine the import-
ance of “sheepskin effects” for Aboriginal people.
British-origin women with some university (but no
university certificate) have income and earnings
about 0.20 log points higher than British-origin
women who have only high school. Thus, even
“half a BA” is worth a considerable amount for
this group. This is true for NAI and Métis women
as well. However, for registered women, the income
and earnings returns of university education with no
certificate are insignificantly different from zero.

This pattern is evident, though weaker, for men as
well. British-origin men with some post-secondary

education but no certificate have income and earn-
ings about 0.10 log points higher than those with just
high school. However, registered off-reserve and
Meétis men have income and earnings returns for an
incomplete certificate that are zero or even negative.

Overall, we draw three conclusions from this dis-
cussion of the naive returns to education. First, returns
to education for Aboriginal people are in the main
similar to those of the majority population. Educa-
tion is associated with higher incomes for Aboriginal
people, just as is the case for non-Aboriginal people.
This belies the notion that Aboriginal people receive
no economic benefit from education. On the other
hand, given the enormous size of Aboriginal income
disparity, the small differences between the income-
and earnings-education profiles of Aboriginal and
non-Aboriginal people are not sufficient to undo that
overall disparity. Thus, even highly educated Aborig-
inal people face substantial income disparity.

Second, for Aboriginal women, income returns to
a bachelor’s degree are smaller than those for their
British-origin counterparts, but earnings returns are
not. It is well known that the total income returns
to education are smaller than the earnings returns
to education. This is due to many factors, including
heterogeneity across people in their labour force
attachment, and the redistributive nature of the
tax/transfer system. The point here is that, broadly
speaking, for Aboriginal women the difference be-
tween income and earnings returns is amplified in
comparison with that difference for British-origin
women. The low returns for men and women who
are registered under the Indian Act, and thus eligible
in principle for large social transfers, suggest that
transfers may play a role in reducing the return
to education. We note that although all registered
Indians are eligible for some social transfers, those
living on-reserve are eligible for much larger and
more varied transfers (for example, free housing)
than those living off-reserve. However, that this
pattern is observed for the identity groups (who are
not registered) suggests that such an interpretation
should be taken with a large amount of salt.
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Third, we see some evidence of sheepskin effects
for registered Indians (and for Métis men), with the
returns to an incomplete university degree near zero.

Earnings Disparity across the Conditional
Distribution

Our work so far has looked at the degree to which
there are differences in the conditional mean of
earnings for Aboriginal compared to British-origin
workers. Here, we focus on the degree to which
there are differences in the conditional quantiles
of earnings—for example, differences in the top
decile of earnings conditional on personal char-
acteristics. Pendakur and Pendakur (2007) and
Albrecht, Bjorkland, and Vroman (2003) examine
the conditional quantiles of labour market outcomes
to assess the relevance of glass ceilings to minority
workers and to women, respectively. These papers
investigate whether or not disparity is greater at the
top of the distribution than at the bottom, taking such
a pattern to indicate the presence of a glass ceiling.
As we detail below, we find that Aboriginal workers
exhibit the opposite pattern, termed a “sticky floor”
in the literature on conditional wage distributions
(e.g., Dolado and Llorens 2004). We use quantile
regression to estimate the conditional p™ quantile of
log earnings attributable to Aboriginal group mem-
bership conditional on observable characteristics
(see Buchinsky 1998 for a review of these methods
in an economics context). For any given set of right-
hand side conditioning variables, X, and left-hand
side response variable, Y, the quantile regression
finds parameters to fit the model:

PIY<XB 1=p-

When p = 0.50, this corresponds to median
regression, whose parameters can be found by
minimizing the sum of absolute deviations of Y
from the regression line. When p corresponds to a
different quantile, the spirit of the optimization is
to minimize asymmetrically weighted functions of
absolute deviations. Because quantile regression can
be computationally expensive with large samples,
we use 20 percent of workers from British, French,

Aboriginal Income Disparity in Canada 77

and Canadian origins and 100 percent of workers
from all other ethnic groups in all reported esti-
mates. However, because the variance of estimated
differentials between groups depends most strongly
on highest variance component, sampling majority
workers does not much increase the variance of our
coefficients of interest.

Table 5 shows estimated proportionate earnings
disparity, controlling for personal characteristics,
at the 20th, 50th, 80th, and 90th percentiles. To
minimize clutter, asymptotic standard errors are
not presented but are available on request. Standard
errors at the 20th, 50th, and 80th percentiles are
similar in size to their analogs in Table 2 but are
roughly twice as large at the 90th percentile.

Here we use only the 2001 Census data on earn-
ings in 2000. We focus on these data because the
missing information on highest grade attainment in
the 2006 Census data presents a severe endogeneity
problem at the bottom quantiles of the conditional
distribution. Even if the endogeneity is small for a
mean regression (as in Table 2), one would expect
the correlation between the missing regressors and
earnings to be strongest at the bottom of the dis-
tribution. Instead we see the greatest disparity at
the bottom of the distribution, and since the 2001
Census data do not suffer from this missing regres-
sor problem, we do not suspect that endogeneity is
driving the findings reported below.

These regressions are estimated for workers
whose major source of income is wages and salaries
and who have positive earnings. In most cases we
find that the disparity faced by Aboriginal workers is
greatest at the bottom quintile of the conditional dis-
tribution and smallest at the top quintile and decile
of the conditional distribution. This distribution
means that the mean regression may be somewhat
misleading: disparity at the mean is much smaller
in many cases than disparity at the bottom.

For women at the bottom quintile of conditional
earnings, the estimated disparity ranges from none
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ThBLE 5
Results from Quantile Regressions: Proportionate Earnings Differences at the 20th, 50th, 80th, and 90th quantiles,
2001 Census Year

Females Males
Region Variable Q0 Q50 Q80 Q90 Q0 Q50 Q80 Q90
Canada Pseudo R? 0.08 0.10 0.12 0.12 0.12 0.12 0.12 0.13
Registered on-reserve -029  -0.12 -0.13 -0.13 -0.63 -047 -0.36 -0.33
Reg. off-reserve -0.42 -0.17 -0.08 -0.07 -0.51 -0.25 -0.13 -0.11
N. Amer. Indian -024  -012  -007  -0.08 -038 -019 -012 -0M
Métis -024  -012  -007  -0.05 -033  -015  -009  -0.06
Aborig. ancestry (single) -0.21 -009  -006  -0.03 -034  -014  -007 -0.06
Aborig. ancestry (multiple) -033  -014  -007  -0.06 -040 -028 -0.13  -0.08
Montreal  Pseudo R? 0.07 0.10 0.13 0.13 0.09 0.12 0.13 0.15
Reg. off reserve -036  -018  -0.12 -0.12 -0.33 -0.20 -0.09 -0.10
N. Amer. Indian -0.01 -0.08  -0.09 0.02 -0.31 -0.16  -0.17  -0.16
Métis -053  -003 -007 -0.12 -037 028 -016  -024
Aborig. ancestry (single) -007  -004  -001 0.01 -0.15  -009  -007  -0.12
Aborig. ancestry (multiple) 031 -0.01 -0.20 091 -0.88 0.03 0.79 0.42
Toronto Pseudo R? 0.04 0.07 0.11 0.10 0.10 0.13 0.16 0.17
Reg. on-reserve -0.54 -0.38 -0.50 -0.52 -048 -0.44 -0.34 -0.24
Reg. off-reserve -0.39 -0.22 -0.12 -0.10 -0.23 -0.13 -0.16 -0.17
N. Amer. Indian -038  -019  -009 -0 -0.21 =017 -014  -0.19
Métis -024  -005  -0.04 0.03 -022 -018 -019  -0.12
Aborig. ancestry (single) -0.12  -004  -0.11 -0.19 -026  -015  -005  -0.09
Abori. ancestry (multiple) -0.20 0.01 002  -0.08 0.14 0.81 0.31 0.03
Winnipeg  Pseudo R? 0.06 0.08 0.11 0.10 0.13 0.14 0.14 0.14
Reg. on-reserve -0.35 -0.37 -0.15 -0.03 -042 -041 -0.36 -0.37
Reg. off-reserve -0.54 -0.31 -0.12 -0.06 -0.50 -0.29 -0.22 -0.17
N. Amer. Indian -006 020  -001 0.05 -053  -028 -019  -0.15
Métis -004  -013  -0.03 0.02 -025  -016  -012  -0.09
Aborig. ancestry (single) -0.17  -0.01 -005  -0.14 -024  -013  -012  -017
Aborig. ancestry (multiple) -059  -050 -025  -021 -032  -051 -065  -0.31

.. continued
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ThBLE 5
(Continued)
Females Males

Region Variable Q0 Q50 Q80 Q90 Q0 Q50 Q80 Q90

Calgary Pseudo R? 0.05 0.06 0.08 0.08 0.1 0.13 0.17 0.18
Reg. on-reserve -026  -017  -0.07 -0.08 -0.81 -0.53 -034  -032
Reg. off-reserve -029 -016  -009  -0.16 -043 -0.21 -0.14  -0.05
N. Amer. Indian -038 -024 -010 -0.16 -015 =021 -008  -0.07
Métis -0.31 -013  -004  -007 -002  -008 -008  -003
Aborig. ancestry (single) -024  -014  -012  -007 -022 -016  -0.11 -0.21
Aborig. ancestry (multiple) 0.41 019 -0 -0.32 -043  -048 -022 -0.16

Edmonton  Pseudo R? 0.04 0.06 0.09 0.08 0.1 0.10 0.10 0.10
Reg. on-reserve -0.13 -016  -0.27 -0.29 -0.57 -044 041 -042
Reg. off-reserve -040  -027  -0.13 -0.13 -0.33 -0.25 -0.09 -0.07
N. Amer. Indian -046  -030 -013  -0.16 -023 -018  -017  -0.07
Métis -027  -015  -012 -0 -022  -014  -009  -0.08
Aborig. ancestry (single) -022  -006  -0.01 0.02 -0.31 -0.12 -010  -0.12
Aborig. ancestry (multiple) -0.36 -0.31 -0.23 -0.26 026  -034  -041 -048

Vancouver  Pseudo R? 0.00 0.00 0.00 0.00 0.1 0.1 0.1 0.12
Reg. on-reserve -045 -0.31 -0.20 -0.19 -0.66 -0.46 -0.30 -0.26
Reg. off-reserve -0.55 -0.29 -0.17 -0.15 -0.53 -0.31 -0.21 -0.21
N. Amer. Indian -037  -013  -010  -0.14 -048 024 -016  -0.3
Métis -007  -007  -006  -0.04 -032 -014  -009  -0.09
Aborig. ancestry (single) 0.00 0.00 0.00 0.00 -042 -017 =011 -0.10
Aborig. ancestry (multiple) -048  -057 -026  -0.20 -024 049 -053 -034

Selection  Earnings: population born in Canada, age 25-64 able to speak an official language, whose primary source of earnings is

from wages and salaries with $100+ earnings.

Note: Personal controls include age, level of schooling, official language knowledge, marital status, and household size.

for those reporting single-origin Aboriginal ancestry
to 36 percent for registered women living off-
reserve. In contrast, at the top decile of conditional
earnings, the estimated disparity ranges from none
for women reporting single-origin ancestry to 15
percent for registered women living on-reserve. An

interesting outlier here is Inuit women, who face
great disparity at the bottom of the distribution but
nearly as great advantage at the top.

For men at the bottom quintile, the estimated pro-
portionate differences range from 18 to 12 percent
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less for men reporting single and multiple-origin
Aboriginal ancestry, respectively, to 64 percent
less for registered men living on-reserve. At the top
decile, the estimated proportionate differences range
from 2 and 5 percent less for men with Aboriginal
ancestry to 33 percent less for registered men living
on-reserve. Thus, taking men and women in all
seven groups together, we see that the disparity at
the bottom of the conditional distribution is two to
three times as severe as that at the top.

One may read these results in terms of the within-
group inequality of members of these Aboriginal
groups. When disparity at the bottom is larger than
that at the top, the distribution of earnings for the
Aboriginal group is stretched and pushed toward low
earnings compared with the distribution of earnings
in the majority population. This is broadly consistent
with findings on Aboriginal inequality in Richards
and Vining (2004). They find (without conditioning
on characteristics) that incomes are low, but inequal-
ity high, for Aboriginal people. The combined view
from our OLS and quantile regressions shows the
same picture, even as we condition out observable
characteristics.

How do we explain these patterns in the condi-
tional earnings distribution of Aboriginal people?
Like the OLS regressions reported in Tables 2 and 3,
the quantile regressions reported in Table 5 control
for observed characteristics but not for unobserved
characteristics. If unobserved characteristics were
correlated with quantiles, then this would “explain”
the variation in disparity across the quantiles. (That
is, quantile regression models may suffer from en-
dogeneity, just like ordinary regression models; see
Angrist, Chernozhukov, and Fernandez-Val 2006.)
One possibility here is that unobserved productive
characteristics like work experience, job tenure, and
job competence (conditional on age and education,
etc.) are higher for those in the upper quantiles,
and indeed, that they are what push individuals into
those upper quantiles. This explanation is based on
unobservable variables, so we cannot test it, but it
may well be part of the story.

As noted above, the pattern we see, where dis-
parity is greatest at the bottom of the conditional
distribution, has been called a “sticky floor” by
Dolado and Llorens (2004) among others. Their story
is based on a different correlated unobserved vari-
able: they interpret the pattern in terms of differential
labour market attachment at the bottom and top of the
distribution. In their view, workers at the bottom of
the conditional distribution have weak labour force
attachment and low earnings for that reason.

We see an alternative explanation in our context.
In Canada, Aboriginal people are an explicit target
group for preferential government employment
via the Employment Equity Act (1988, 1998). If
government employers seek out Aboriginal work-
ers, they may “cream” the distribution for those
with highly productive unobserved characteristics
and offer them highly paid government jobs. In this
case, disparity would be diminished, but only at the
top of the conditional distribution. However, if this
preferential employment were a primary driver of
sticky floors, we would also expect government em-
ployers to cream the distribution based on observed
characteristics such as education. But, as discussed
above, there is little evidence that Aboriginal income
disparity is much smaller for highly educated Ab-
original workers.

CONCLUSION

We find that Aboriginal men and women face
severe earnings and income disparity relative to
British-origin persons in Canada. Further, within
the Aboriginal population, registered Indians fare
worst, persons with self-reported Aboriginal identity
fare somewhat better, and persons with Aboriginal
ancestry fare better still. However, even those in
the last category face disparity on par with the most
disadvantaged non-Aboriginal ethnic minorities in
Canada (see Pendakur and Pendakur 2002, 2007,
forthcoming). We also find that the economic pros-
pects of Aboriginal people living in cities with large
Aboriginal populations are worse still. That is, the
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beneficial enclave effects noted for other ethnic
groups in Canada’s cities do not seem to apply to
Aboriginal people and may even work to their harm.

Our analysis of the returns to education and
of disparity across the conditional distribution is
similarly depressing. Although Aboriginal incomes
do rise with increased education, we find that
even those Aboriginal people with high levels of
education face considerable economic disparity.
The sticky floor pattern we observe suggests that
policy attention is most needed at the bottom of the
conditional distribution.

However, not all the news is bad. We see an
overall trend toward decreasing disparity in earnings
and income for Aboriginal people between 1995 and
2005. This narrowing of the gap is observed for al-
most all Aboriginal groups, for both men and women,
mostly consistently over time, and in most cities.

NOTES

We wish to thank John Clement at Indian and Northern Af-
fairs Canada (INAC) for his comments and help. We also
wish to acknowledge the financial and logistic support of
INAC. We note that the views expressed in this report are
solely those of the authors and do not necessarily reflect
those of Indian and Northern Affairs Canada.

'We also note that many standard Statistics Canada
surveys do not include First Nations reserves as part of
the sampling frame.

2We use British as our comparison group because after
controlling for personal characteristics such as age and
education there is little difference in earnings across the
majority groups (British, French, or Canadian). Thus, we
interpret our results as being the difference between any
given Aboriginal group and the Canadian-born majority
population. Using British as the comparison group also
allows us to compare this study with past work we have
done in the area of minority differentials (see Pendakur
and Pendakur 2007, 2002, and 1998).

31In 1996, there were 77 incompletely enumerated
reserves (reserves that did not take part in the census).
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In 2001, a total of 30 Indian reserves and Indian settle-
ments were incompletely enumerated, and in 2006 there
were 22 incompletely enumerated reserves (Statistics
Canada 2006, 27).

4 Several caveats should be noted about total income
measures for Aboriginal people. First, registered Indians
living on-reserve receive significant in-kind services
(such as housing) that other Aboriginal groups (e.g., off-
reserve Aboriginals) must purchase with money income.
Second, all registered Indians (but not other Aboriginals
group members) are entitled to extended medical and den-
tal benefits through Health Canada. Third, transfer income
through welfare programs is very important on-reserve,
and somewhat important off-reserve. Finally, as with other
rural populations, home and subsistence production is
an important part of consumption for Aboriginal people
living in remote locations.

3 The frequencies are weighted counts, which repre-
sent (to the nearest 5), the estimated population-level
frequencies of these Aboriginal groups. We note that in
our estimation samples, Aboriginal people have higher
representation because the sampling rate on reserves was
100 percent on participating reserves, whereas off-reserve
the sampling rate was 20 percent. However, the weighted
counts presented in the table “undo” the unequal sampling
probabilities, so that the tables give numbers that are
representative of the population aged 25-64 and born in
Canada. British origin workers have among the highest
earnings of all the 37 ethnic groups in our categorization.

We note that the increase in the Aboriginal population
is much higher than expected due to two things. First, the
Aboriginal population, unlike the rest of the Canadian
population, is in the middle of a baby boom; thus with
each census period there is a substantial increase in the
number of young Aboriginal men and women entering the
labour force. Second Bill C-31 (passed in 1985) meant that
Aboriginal women who had lost their status by marrying
outside the group could reclaim that status. Although the
bulk of claims took place in the late 1980s and 1990s, there
is still a residual effect resulting in a marked increase in
people claiming Aboriginal identity (Anderson 2004).

"1t is typical to interpret coefficients in log-dependent
variable regressions as above. However, for larger dif-
ferences, this approximation does not work as well. For
example, the average of log total income is 10.28 and 9.46
for British origin and registered Indian men, respectively,
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yielding a difference in the logs of (9.46 — 10.28 =-0.82).
This might suggest that registered Indian men have 82
percent lower income than British-origin men (i.e., they
yield only 18 percent the income of British-origin men).
However, the proportionate difference in total income,
which corresponds with this difference in log income,
is in fact exp(9.46)/exp(10.28) — 1 = -0.56, indicating
that registered Indian men in fact have incomes about 56
percent lower than majority men. For simplicity of inter-
pretation, we report the proportionate difference in income
or earnings associated with the estimated differences in
log income or log earnings on all regressions (tables 2
to 4) expressed in decimal form (i.e., .50 = 50 percent).

§ Where the proportionate difference of the coefficients
is defined as exp®-!, and their standard errors are equal to
sqrt(exp®)*se(b). We do not report t-statistics or p-values
for significance tests for two reasons: first, virtually
everything is statistically significant; and second, they
add unnecessary clutter since these objects are easily
computed from the information in the tables.

9 That exception is Inuit women. Compared to majority
origin women, Inuit women have total incomes of about
27 percent more than majority women. We find through-
out this work that the Inuit face quite different patterns.

10 Estimates for other groups are available in the Can-
adian Public Policy online archive at http://economics.
ca/cpp/.

' The CMA boundary of Calgary changed between
2001 and 2006 in a way that pushed Calgary’s reserve
outside the CMA boundaries in 2006.Thus, there is no
estimate for on-reserve Indians in Calgary in 2006.

12 Detailed coefficient estimates and standard errors
(including those for Inuit, single and multiple Aboriginal
origin, and for all 21 education levels) are available in
the Canadian Public Policy online archive at http://
economics.ca/cpp/.
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