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1. Introduction

The 1990s witnessed a steady albeit growing flow of research devoted to examining the degree to
which ethnic minorities are subject to labour market discrimination in Canada (see for example,
Akbari 1992; Howland and Sakellariou 1993; Stelcner and Kyriazis, 1995; Christofides and
Swidinsky, 1994; Baker and Benjamin, 1997; Hum and Simpson, 1998; Pendakur and Pendakur,
1998; Lian and Matthews, 1998). While these authors have generally concluded that immigrant
groups often face significant and substantial labour market disadvantage, there is debate over the
degree to which minorities born in Canada are subject to similar disadvantage (see Stelcner, 2000).
This debate is frustrated somewhat by the use of a variety of empirical approaches, data sets and time
periods used in the attempts to evaluate whether or not visible minorities and Aboriginals born in
Canada are at a disadvantage in labour markets compared to white workers. In this paper, we evaluate
the scope of labour market disadvantage with five specially created micro datasets, which contain all
the ‘long form’ records collected by Statistics Canada for the 1971, 1981, 1986, 1991 and 1996
Censuses of Canada. These datasets are very large and allow consistent definitions of variables over
time. These features allow us to assess the earnings differential between visible minorities,
Aboriginals and whites born in Canada in a consistent fashion over the 25 years between 1971 and

1996.

Specifically, we estimate log-earnings equations for Canadian born workers conditional on a
variety of personal characteristics including age and education to assess the size of the white-
Aboriginal and white-visible minority earnings differential in Canada as a whole and ten large
Canadian cities across five census years. The novelty of our empirical work in this paper lies in two
extensions to the literature on the labour market differentials associated with ethnic origin. Both are
made possible by the very large size of the census micro-databases. The long form data used are from
33% of Canadian households in 1971, and 20% of Canadian housecholds in 1981, 1986, 1991, and
1996. These yield usable samples of several hundred thousand Canadian-born working age labour
force participants in each sample year, and in each usable sample there are at least 6,000 aboriginal
and visible minority persons. The first extension is that we are able to look at Canadian-born minority
workers back as far as 1971 and examine the change over the five census periods. The second
extension is that we are able to treat each of ten large Canadian metropolitan areas as a local labour
market—and therefore as separate regression equations—with different white-Aboriginal and white-
visible minority earnings differentials in each city. We then go on to look at differences with the
White and Visible Minority category in order to examine heterogeneity of earnings differentials

within the groups. This level of analysis is conducted for Canada as a whole, Montreal, Toronto and



Vancouver. Finally we break the visible minority and white categories into 26 subgroups that are
stable over time in order to examine the heterogeneity of earnings differentials within these large

groups.

Generally, we find a pattern of improving differentials through the seventies, stability through
the eighties and enlargement of the gaps between 1991 and 1996. This is the case among both men
and women. We also find substantial heterogeneity within the visible minority and white category,

however, the general patterns found for visible minorities as a whole are similar.

2. The Literature

In the past few years, there has been a surge of interest in labour market discrimination against
Aboriginals and visible minorities in Canada among both economists and sociologists. Researchers
have used a variety of empirical approaches and public-use data from 1981, 1986, 1989, 1991, 1993
and 1996 to assess the existence and magnitude of wage and earnings differentials facing Canadian
born minority groups. Much of this literature has also been focussed on immigration effects, but in
this instance, we will limit our discussion to material relating to Canadian-born ethnic minorities.” In
particular, we focus on a three-way classification of ethnic origin for the Canadian-born population:
Aboriginal persons, visible minority persons and whites. Aboriginal persons are defined as people
who report at least one Aboriginal ethnic origin in their ancestry. Visible minorities are defined as
non-Aboriginals who report at least one non-European ethnic origin in their ancestry. Whites are

defined as non-Aboriginals who report only European ethnic origins in their ancestry.

The analysis of data from the 1980s suggests that during this period, Aboriginals and visible
minorities faced substantial earnings differentials at the Canada-wide level. For example, Stelcner
and Kyriazis (1995) use 1981 Census data to examine earnings differentials across two
visible-minority and fourteen white ethnic groups, Howland and Sakellariou (1993) use 1986 Census
data to examine earnings differentials across three visible-minority ethnic groups, and Akbari (1992b)
uses 1986 census data to examine earnings differentials among a variety of white and visible minority
ethnic groups. These three papers find that earnings gaps exist for a number of ethnic groups in

Canada, especially visible minority ethnic groups.

We concentrate on the native-born population because while immigrants may face earnings differentials
related such things as language or accent penalties, non-recognition of credentials or loss of work related
networks this is not the case for minorities born in Canada.



Research which uses data from the 1990s shows less unanimity. Three papers which use
1991 Census public use micro data (Pendakur and Pendakur 1998; Lian and Matthews 1998; and
Baker and Benjamin 1997) find substantial and significant differences between British origin workers
and workers in a number of visible minority ethnic groups. Similarly, Christofides and Swidinsky
(1994) use the 1989 Labour Market Activity Survey (LMAS) and find that visible minority workers

face a large wage gap compared to their white counterparts.

In contrast to these results, Christofides and Swidinsky (1994), who use the 1989 Labour
Market Activity Survey (LMAS), and, de Silva and Dougherty (1996) and Hum and Simpson
(1998) all use the 1993 Survey of Labour and Income Dynamics (SLID), and find that while a gap
exists for native-born Black men, it does not exist for other visible minority ethnic groups. Similarly,
Kelly (1995) studies the occupation distribution of workers using 1991 Census data and argues that
visible minorities are well represented in managerial occupations and thus not subject to labour

market disadvantage.

Work on the earnings of Aboriginals in Canada has been sparse, but George and Kuhn (1994)
use 1986 Census data and find that Aboriginal men and women have wages 8% and 6% lower,
respectively, than white men and women with similar characteristics. However, de Silva (1999) uses
1991 Census data and concludes that Aboriginal-white wage differentials are mainly attributable to

differences in personal characteristics rather than to labour market discrimination.

In the context of visible minority-white earnings differentials, some of the variation in
findings of various researchers can be explained by differences in the data used. The public use
databases for the Censuses of Canada are comparatively large, but have comparatively short variable
lists. In contrast, the 1989 LMAS and 1993 SLID offer far smaller samples, but more and better
control variables. For example, the SLID and LMAS both offer measures of job tenure and the SLID
offers information on full- and part-time labour market experience. The Census databases offers little
information related to these important control variables but does offer sample size. Since, visible
minorities born in Canada and aboriginals each make up at most 3% of the Canadian-born population,
small samples are problematic because the associated large confidence bands around parameter
estimates may lead researchers to not reject false hypotheses. Similarly, since labour market
experience has an important effect on earnings independent of age, better control lists are important
because missing variable bias will cause the effects of left-out correlates of ethnic origin to be
attributed to ethnic origin. We are agnostic as to which data problem is more damaging, but since

non-Census data sources with high quality control variables and consistent ethnic origin variables are



not available prior to 1986 (the first wave of the LMAS), we use five Census datasets to investigate

the pattern of earnings differentials across ethnic groups over 1971 to 1996.

There is at least one additional argument in favour of using Census data for this type of
investigation. The public-use LMAS and SLID datasets do not provide information on the name or
size of the city of residence. Since visible minorities are over-represented and Aboriginals under-
represented in Canada’s large cities, and since earnings are on average higher in large cities than in
smaller cities and towns, leaving out information on the city of residence—at least its size—
potentially biases estimates in favour of smaller earnings differentials for visible minorities and larger
earnings differentials for Aboriginals. Thus, the fact that Census data include city of residence is
good for estimating Canada-wide earnings differentials. Since our datasets are so large, and since
Pendakur and Pendakur (1998) show evidence that earnings differentials are quite different in
different Canadian cities, we go one step further. We estimate earnings differentials across ethnic
groups separately for the ten largest cities in Canada, thus effectively treating them as ten separate

labour markets.

3. Discrimination in Labour Markets

In what sense can the presence of a significant earnings differential between white and visible
minority workers or between white and Aboriginal workers point to discrimination against minorities
in labour markets? The differentials we report control for a variety of personal characteristics
including age and education, but do not control for any job characteristics, such as occupation,
industry, or work hours. Thus, even if all workers in the same occupation and industry groupings get
the same earnings regardless of their ethnicity, our empirical strategy might find earnings differentials
due to the concentration of white workers in higher paying occupations and industries compared to

non-white workers.

We believe that the job characteristics of workers—such as occupation and industry—are at
least as susceptible to ethnic discrimination as the wages paid to workers. In fact, the case is made by
Becker (1957) and others that in competitive labour markets, ethnic discrimination by employers,
workers or customers results not in wage differentials for workers in identical jobs but in segregation
of workers into different jobs by ethnicity. With competitive product and labour markets, this
segregation results in a ‘separate-but-equal’ type of world where ethnic discrimination results in
dividing the economy into sub-economies composed of single ethnic groups with identical wage and

earnings outcomes across sub-economies.



If either of these competitive assumptions are relaxed, the ‘separate-but-equal’ conclusions
do not follow. For example, if product markets are not competitive so that some firms make excess
profits which are partially shared with (possibly unionized) workers, then workers in those firms
make more money than seemingly identical workers in other firms with less excess profits (see, e.g.,
Dickens and Lang 1986). If ethnic discrimination on the part of employers, workers or customers
results in white workers ending up in the high-profit firms and non-white workers ending up in the
low-profit firms, then the segregation of workers across firms by ethnicity results in differential
outcomes. An alternative example may be seen by relaxing the restriction that labour markets are
competitive (see, e.g., Shapiro and Stiglitz 1984). For example, consider the occupation of investment
banker. This job might pay a lot because investment bankers must have something to lose if their
investors are to trust them. Since these jobs perform well relative to the alternatives, there are more
workers who want the job than there are jobs. If white workers have a better chance of getting these
‘good jobs’ than nonwhite workers, then occupation segregation results in earnings differentials
between white and nonwhite workers. However, these earnings differentials will only be observed if
the researcher does NOT control for job characteristics such as occupation and industry, because

these are the very factors affected by ethnic discrimination.

Thus, to the extent that ethnic discrimination may manifest both in the allocation of workers to
jobs and the remuneration commensurate with those jobs, it seems to us prudent to estimate models that
do not control for job characteristics.* A second reason to exclude job characteristics is that the
occupational coding in the Census main bases changed dramatically between 1981 and 1996. A consistent
occupational coding structure useable across all the census periods would capture only about 40% of
workers—the other 60% would be in a category called ‘other occupations.” Pendakur and Pendakur
(1998) provide evidence from the 1991 Census public-use sample that controlling for job characteristics
shrinks but does not eliminate earnings differentials across ethnic groups in Canada. This finding

reassures us that our estimation results are meaningful.

4. Data and Method

Our data consist of five customized micro data files, which initially contained information from all the
long form records collected for the 1971, 1981, 1986, 1991 and 1996 Censuses of Canada.’ The

population examined consists of all Canadian-born residents of Canada, 25 to 64 years of age, whose

* For the same reason, we do not include hours of work, weeks of work and full-time / part-time status.
> The 1971 long form was given to 33 percent of all households. In subsequent census periods, the long form data
was collected from 20 percent of households.



primary source of income is from wages and salaries. People without any schooling were dropped from

the sample as were those who did not report any income.

Table 1 shows weighted counts for our sample by geographic area, sex and ethnic origin. As per
Statistics Canada guidelines, we are unable to release exact counts, but we note that weighted counts are
approximately 5 times the actual numbers of observations for 1981 to 1996 and 3.3333 times the actual
numbers of observations for 1971. The key feature of Table 1 is that it shows the very large size of the

data sets at our disposal.

Our analysis is divided into three parts. The first part uses a Canada-wide sample and then looks
at ten Census Metropolitan Areas (CMAs)® separately as well as a residual category of anyone not living
in one of the ten CMAs in each of the five census periods. The second part pools all the data for the 10
CMAs and interacts aboriginal / visible minority status with the CMA. The ten cities studied are: Halifax,
Montreal, Ottawa, Toronto, Hamilton, Winnipeg, Calgary, Edmonton, Vancouver and Victoria. The third
part breaks the three groups into 26 ethnic subgroups (six visible minority, 19 white groups plus 1
aboriginal category). The differentials as compared to British origin men and women are examined for

Canada as a whole and the three largest CMAs (Montreal, Toronto and Vancouver).

% A census metropolitan area (CMA) is a very large urban area (known as the urban core) together with adjacent
urban and rural areas (known as urban and rural fringes) that have a high degree of social and economic integration
with the urban core. A CMA has an urban core population of at least 100,000, based on the previous census
(Statistics Canada, 1996).



Table 1: Weighted Frequency Counts of Ethnic Group by Sex and Selected Geographic Area, 1971 to 1996.

Sex Region Data 1971 1981 1986 1991 1996

Females |Canada \White 1,505,455 2,522,035 3,028,740 3,323,710 3,781,420
\Visible Minorities 9,680 16,910 28,655 40,455 46,675

IAboriginal Persons 10,870 47,770 73,140 119,800 109,060

Halifax \White 20,465 37,090 45,305 50,495 57,570
\Visible Minorities 220 555 1,165 1,845 1,955

IAboriginal Persons 25 270 525 1,070 480,

Montreal \White 207,795 321,215 376,905 428,225 470,550
\Visible Minorities 1,125 1,345 2,125 3,585 3,455

IAboriginal Persons 670 2,375 3,990 8,285 2,865

Ottawa-Hull \White 57,290 95,470 122,570 137,925 155,315
\Visible Minorities 200 455 865 1,755 1,725

IAboriginal Persons 125 960 2,520 5,630 3,065

Toronto \White 187,985 268,395 350,010 356,915 391,710
\Visible Minorities 2,545 4,000 7,205 10,185 12,905

IAboriginal Persons 695 2,540 5,845 6,885 3,545

Hamilton \White 32,735 52,530 63,540 70,495 80,460
Visible Minorities 230 350 620 765 875

IAboriginal Persons 155 695 1,010 1,650 945

\Winnipeg \White 50,175 70,710 80,965 79,465 90,615
\Visible Minorities 275 485 810 1,010 1,055

IAboriginal Persons 370 2,010 3,365 4,855 6,290

Calgary \White 33,615 69,615 92,880 96,690 114,515
\Visible Minorities 220 745 1,230 1,820 2,215

IAboriginal Persons 175 1,160 2,150 3,405 3,120

Edmonton \White 40,695 75,765 103,165 102,615 117,760
\Visible Minorities 270 500 1,015 1,440 1,785

IAboriginal Persons 360 2,000 3,245 5,145 4,705

\Vancouver \White 81,975 127,970 147,690 161,770 189,135
\Visible Minorities 1,880 3,540 5,340 7,720 9,950

IAboriginal Persons 565 2,385 4,305 6,120 5,300

Victoria \White 15,145 25,355 30,690 34,285 42,590
\Visible Minorities 175 370 515 855 960

IAboriginal Persons 90 475 660 1,520 1,025]

Rest of Canada \White 777,570 1,377,920 1,615,020 1,804,830 2,071,190
\Visible Minorities 2,525 4,550 7,760 9,485 9,800

IAboriginal Persons 7,635 32,910 45,525 75,235 77,720

continued...



Table 1 (Continued)

Sex Region Data 1971 1981 1986 1991 1996

Males Canada \White 2,837,325 3,419,815 3,696,510 3,723,390 4,068,945
\Visible Minorities 16,375 21,160 33,260 43,000 49,125

IAboriginal Persons 27,560 73,630 90,385 128,970 118,515

Halifax White 37,660 49,050 54,485 56,035 60,285
\Visible Minorities 400 695 1,340 1,665 1,515

IAboriginal Persons 55 410 745 1,090 515

Montreal \White 412,600 431,350 455,340 459,575 486,435
\Visible Minorities 1,700 1,475 2,195 3,415 3,650

IAboriginal Persons 1,515 3,420 4,370 7,750 3,395

Ottawa-Hull White 95,245 119,180 141,475 147,135 160,300
\Visible Minorities 410 650 1,190 1,915 1,820

IAboriginal Persons 220 1,150 2,510 5,230 2,915

Toronto \White 286,425 307,230 377,750 367,000 387,260
\Visible Minorities 3,960 4,515 7,555 10,195 12,885

IAboriginal Persons 900 3,020 5,765 6,280 3,500

Hamilton \White 61,540 70,605 77,260 77,895 84,315
\Visible Minorities 395 560 630 770 940

IAboriginal Persons 295 1,010 1,135 1,615 815

Winnipeg \White 76,305 84,490 92,085 83,975 94,370
\Visible Minorities 510 715 900 1,075 1,040

IAboriginal Persons 600 2,615 3,460 5,000 6,775

Calgary White 54,695 89,245 105,750 107,795 125,070
\Visible Minorities 360 870 1,505 2,135 2,425

IAboriginal Persons 265 1,705 2,125 3,475 2,760

Edmonton \White 66,780 95,250 119,520 114,185 126,340
\Visible Minorities 390 755 1,235 1,765 1,760

IAboriginal Persons 535 2,615 3,485 4,745 4,980

\Vancouver \White 134,085 156,360 169,750 176,995 200,730
\Visible Minorities 2,810 4,220 5,885 7,935 10,610

IAboriginal Persons 800 3,050 4,070 6,135 4,820

\Victoria \White 24,130 31,085 33,260 36,115 41,160
\Visible Minorities 300 405 515 915 1,010

IAboriginal Persons 215 590 740 1,430 975

Rest of Canada \White 1,587,860 1,985,965 2,069,835 2,096,705 2,302,685
\Visible Minorities 5,135 6,295 10,305 11,215 11,460

IAboriginal Persons 22,165 54,040 61,990 86,220 87,065

Source: 1971, 1981, 1986, 1991 and 1996 census main base.

Selection: All Canadian-born residents of Canada, 25 to 64 years of age, whose primary source of income is from wages and
salaries. People without any schooling were dropped from the sample as were those without any earnings.

The dependent variable in all regressions is the natural logarithm of earnings from wages and
salaries. We use a variety of independent variables to control for the personal characteristics of

workers in our samples:’

7 A table detailing the way in which variables were constructed can be found in the appendix.
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Age:

Schooling:

Marital Status:

Household size:

Official Language:

CMA:

Group Status:

5. Discussion

Eight age cohorts as dummy variables (age 25 to 29, 30 to 34, 35 to 39, 40 to 44,
45 to 49, 50 to 54, 55 to 59 and 60 to 64). Age 25 to 29 is the left-out dummy

variable.

Twelve levels of schooling as dummy variables (less than 5 years of school, 5 to
8 years of school, nine to ten years of high school, more than 10 years of high
school (includes high school graduates), some post secondary schooling without
a certificate, post secondary certificate, trades certificate, some university without
a certificate, some university with a trades or other certificate, a university
diploma below the BA level, bachelors degree, first professional degree, masters

degree or PhD).® Less than 5 years of schooling is the left-out dummy variable.

Five dummy variables indicating marital status (Single— never married, married,

separated, divorced, widowed). Single is the left-out dummy variable.

A dummy variable indicating a single person household and a continuous

variable indicating the number of family members for other households.

Three dummy variables (English, French, bilingual — English and French).
English is the left-out dummy variable. We note that because our sample is
entirely Canadian-born, every observation reports speaking either English or

French.

In regressions which pool all the cities together, we use 11 dummy variables
indicating the Census Metropolitan Area / Region (Halifax, Montreal, Ottawa,
Toronto, Hamilton, Winnipeg, Calgary, Edmonton, Vancouver, Victoria , not in

one of the 10 listed CMAs). Toronto is the left-out dummy variable.

Three dummy variables indicating group status (White, Visible Minority,
Aboriginal person). White is the left-out dummy variable.

Table 2 shows results from 120 separate regressions. A separate model was run for Canada as a

whole and for each of 11 CMAs/regions in each of 5 census periods for each of 2 genders. The

coefficients are approximately equal to the percentage difference in annual wages and salaries

between Canadian-born white and Aboriginal or visible minority persons, holding personal

¥ The 1971 census question on schooling does not include a flag for high school. We therefore combine the
categories for 10 years of high school or more for 1971 through to 1996.
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