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Introduction  
 
One objective of public policy is to reduce income disparity in Canada.  Previous research (e.g. 
Rupnik, Thompson-James and Bollman (2001)) has indicated that, on average, rural residents 
have a similar incidence of low income as urban residents.  However, there is considerable      
diversity within rural regions, i.e. the term “rural” is far from being a homogeneous entity1.  For 
example, the rural regions in Ontario are very different from the rural regions in the Prairies due 
to the differences in population size and access to markets, among other features.  Since rural 
regions across Canada differ economically and socially, it follows that the nature of rural       
income disparities could also differ across provinces in Canada. The objective of this study is to 
describe the range in income disparities across rural Canada. We will address two aspects: 
 
• Do the rural regions in each province always have lower average incomes?  Are there       

exceptions among the provinces? 
 
 

 

1           For a discussion of a history of boundary changes and differences in definitions relevant to examining rural 
Canada, see Bollman and Biggs (1 992) and du Plessis et al. (2001). 
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HIGHLIGHTS 
  
♦ Within each province, incomes in rural regions are lower than the incomes in urban regions. 
♦ Provinces with above average urban incomes (e.g. Ontario, Alberta and British Columbia) 

also have above average incomes in their rural regions. 
♦ The rural-urban income disparity is largest within Nova Scotia and Manitoba and smallest 

within New Brunswick  and Newfoundland and Labrador . 
♦ The rural-urban income gap has declined within all provinces, except Newfoundland and 

Labrador. 
♦ The share of the rural population with low incomes has declined, relative to the share of   

urban population with low incomes (due largely to an increase in the incidence of low        
incomes in urban regions). 
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• Do all the rural regions in Canada show a similar incidence of low incomes or are there 
any differences across provinces? 

 
Background 
 
In this study, we consider “income disparity” in terms of the absolute income gap between 
the rural and urban regions within and between each of the Canadian provinces, measured in 
constant dollars (i.e. after adjusting for inflation2).  The  income gap was further investigated 
by looking at the incidence and the change in the incidence of low incomes among 
individuals living in the rural regions across provinces.  The low-income cutoff (LICO) 
measure  is  used  to  measure  the  relative  income gap or  incidence of  low income in rural 
 
 
 
 2           Throughout this paper, we shall use 1995 as the base year for conversion to constant dollars. 



Statistics Canada - Catalogue no. 21-006-XIE                                                                                                     3 

Rural and Small Town Canada Analysis Bulletin, Vol. 3, No. 7 

 
 
 
 

 regions across Canadian provinces3.  It should be mentioned that LICOs are not suitable to 
measure poverty i.e. they are not intended to identify who are poor4.  On the other hand, they 
reflect a consistent and well-defined methodology used to identify those who are               
substantially worse off than the average.  LICOs have been widely used by analysts to study 
the characteristics of relatively worse off individuals and families in Canada.  In this paper, 
we use LICOs to highlight the incidence of low income across Canadian provinces by       
calculating and analyzing the percent of individuals living below the low-income cutoff.   

 3              We should note that LICO differs by urbanisation class, largely due to the lower cost (especially lower 
housing cost) in rural areas.  See Cotton (2001) for a detailed explanation of how LICO is calculated for each 
urbanisation class. Note that the LICO level for a given urbanisation class, e.g. “rural” is used across Canada 
and thus there is no adjustment for differences in living costs within rural Canada. 
 4              For further discussion see Fellegi (1997). 

B ox 1   D efin itions
•  C en su s C on solid ated  S ubdivision  (C C S ): is a  group ing o f census subdiv isions.

G enerally sm aller m ore  urban  census subd ivisions (tow ns, villages, e tc .) are  com bined
w ith  surrounding, larger, m ore  rura l subdivisions, to  create  a  geographical leve l betw een
the  census subdiv ision  and  the  census d iv ision .

•  R u ral: T he te rm  “rural”  in  th is paper re fers to  “Predom inantly ru ra l (PR ) regions”  across
C anada .  O E C D  defines a  region  as “predom inantly ru ra l (PR )”  if m ore  than 50  pe rcen t
o f the  popu lation  lives in  rural com m unities.  A  “com m unity”  is defined  as rura l if the
popu lation  density is less than  150 ind ividuals per square  k ilom eter.  W e apply th is
defin ition  o f rural using  the  C ensus C onsolidated  Subdivision  (C C S) as the  com m unity
and C ensus D ivisions as the  region . Fo r further de tails, see du  P lessis et a l. (2001).

•  U rb an : T he  term  “urban” in th is paper refers to  “Predom inantly urban  and in term edia te
(PU I) regions”  across C anada.  R egions are  c lassified  as “predom inantly urban” if less
than  15  percent of the  individuals live  in  rura l com m unities and  are  c lassified  as
“in te rm edia te”  if 15  percent to  50  percent of the  individuals live  in ru ral com m unities.
T hus regions are  c lassified  as “p redom inantly u rban and in term ediate  (PU I)”  if less than
50 percent of the  popula tion  lives in  rura l com m unities. For further deta ils, see  du  P lessis
e t a l. (2001).

•  In cidence of low  in com e: is the  proportion  o r percent of m em bers o f econom ic  fam ilies
o r una ttached individuals w ho  are  living below  S tatistic s C anada m easure  o f low  incom e
(i.e . below  the  low -incom e cu t-off o r L IC O ).

•  E con om ic fam ily : refers to  a  group  of tw o o r m ore  persons w ho live  in  the  sam e
dw elling and are  re la ted  to  each o ther by b lood, m arriage, com m on-law  or adoption .

•  L ow  in com e cu t-o ff (L IC O ): L IC O  is an  incom e th resho ld  below  w hich  a  fam ily is
likely to  devote  a  larger share  o f its incom e to  the  necessitie s of food, shelter and  clo thing
than  an  average fam ily w ould .  Specifica lly, the  threshold  is defined as the  incom e below
w hich  a  fam ily is likely to  spend 20  percen tage po in ts m ore  of its incom e on food, shelter
and c lo thing than  an  average  fam ily.  W hen the  cutoff w as first established  on  the  basis
o f the  1959  Fam ily E xpenditures Surve y, an  average  fam ily spent 50  percent of its p re -
tax  incom e on  these  necessities. T w enty poin ts w ere  added to  this percentage on  the
assum ption  that a  fam ily spend ing 70  percent of its incom e on those  item s w ould  be  in
“stra itened  c ircum stances” .  T he incom e level associated  w ith  th is 70 percent threshold
w as then converted  in to  a  se t o f L IC O s for each  urbanisation c lass. L IC O s are  estab lished
using data  from  Sta tistics C anada’s Fam ily E xpenditure  Survey, now  know n as the
Survey o f H ouseho ld  Spending.
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 Data 
 
We look at the data from the last four available censuses5 and use the OECD classification of 
“predominantly rural” and “predominantly urban and intermediate” to identify rural and    
urban regions respectively (see Box 1). The building block for this definition of rural and   
urban regions is the census division and each census division may have individuals living in 
a number of urbanisation classes.  Our analysis of the incidence of low income is derived 
from the tabulation of the individual data, where each household is coded as “above” or 
“below” LICO according to household income.  The LICOs are in turn determined by the   
urbanisation class in which the household is located.   
 
Per capita income across provinces 
 

 Rural regions within provinces 
 
The per capita income in the rural regions of Canada’s 3 higher income provinces, British 
Columbia, Alberta and Ontario, consistently exceeded the rural per capita income in each of 
the other provinces over the period 1980-1995 (Figure 1 and Appendix Table 1). There is a 
wide range in per capita income in predominantly rural regions across the provinces – from 
$17,307 in predominantly rural regions of British Columbia to $11,483 in predominantly    
rural regions of Newfoundland and Labrador (average for 1980-1995 in constant $1995). 
 
Rural income increased in each province between 1980 and 1995. A ranking of the rate of 
per capita income growth (the calculation is reported in Singh, forthcoming Working Paper) 
shows Prince Edward Island had the strongest rural income growth and rural regions in    
Saskatchewan experienced the weakest rural income growth from 1980 to 1995. 
 
In the first intercensal period, 1980 to 1985, overall Canadian rural per capita incomes       
increased only marginally (0.4 percent), which was mainly due to the recession of the early 
1980s.  At the provincial level, this period produced mixed results. Nova Scotia,              
New Brunswick, Prince Edward Island, Ontario and Manitoba experienced growth in their 
rural incomes while the remaining provinces experienced declines.  

 
In the second intercensal period, 1985 to 1990, overall Canadian rural per capita income 
showed a healthy growth rate of 14.6 percent.  All provinces experienced rural income 
growth due to the end of the recession in the Canadian economy. 

 
In the third intercensal period, 1990 to 1995, rural income declined by 1.2 percent at the 
Canada level with most of the provinces experiencing stagnant or declining incomes. 
  
 
 
 
 5              1981, 1986, 1991 and 1996 Census of Population. 
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Prince Edward Island and New Brunswick were the only provinces where rural per capita 
income grew at a higher rate than the average Canadian rural per capita income during each 
of the 3 intercensal periods. 

 
When we rank provinces according to their growth in rural incomes (Singh, forthcoming 
Working Paper), we find that over the 1980-1995 period, all of the Atlantic Provinces,       
except for Newfoundland and Labrador, achieved top rankings.  Since most of the Atlantic 
Provinces had lower per capita income in 1980, this meant that they experienced a larger 
‘catch-up effect’ leading to higher rural per capita income growth than the other provinces.  
Ontario which had high rural per capita income also showed strong growth over the 1980 to 
1995 period and was ranked fourth.  On the other hand, provinces such as British Columbia 
and Alberta with higher per capita rural incomes showed marginal growth rates and were 
ranked at the bottom.  It is interesting to note that the province of Saskatchewan, which had 
low per capita rural income over the last 4 census years, experienced only marginal growth 
over the 1980 to 1995 period and thus showed a relative decline in the economic prosperity 
in its rural regions, compared to the average Canadian rural region. This may be attributed, 
in part, to the decline in agricultural prices, which constrained income growth in its rural   
regions. 
 

Urban regions within provinces 
 
Ontario and British Columbia were the only provinces with urban per capita income above 
the Canadian urban per capita income in each of the last 4 census years (Figure 2 and       
Appendix Table 1). On the other hand, urban regions of Quebec, New Brunswick and     
Newfoundland and Labrador were at the bottom of the list reporting lower urban per capita 
income than the other provinces over most of the last 4 census years. 
 
We find a similar ranking of provinces in terms of their urban per capita income as we found 
regarding their rural per capita income – Alberta, British Columbia and Ontario rank at the 
top and New Brunswick and Newfoundland and Labrador rank at the bottom in terms of 
both urban and rural per capita incomes (Singh, forthcoming Working Paper). 
 
Looking at each intercensal period, although Canadian urban per capita income grew around 
2 percent and 10 percent over 1980-1985 and 1985-1990 respectively, it declined by 5     
percent over 1990-1995 (Singh, forthcoming Working Paper). During the 1980-1985 period, 
all the provinces except Saskatchewan, Alberta and British Columbia, experienced a positive 
growth in their urban per capita income.  The period 1985-1990 produced a double-digit    
increase in the urban per capita incomes of Newfoundland and Labrador, New Brunswick, 
Quebec, Ontario and British Columbia.  The remaining provinces experienced lower but still 
positive growth rates.  During 1990-1995 all the provinces experienced a decline in their   
urban per capita incomes. Over the longer run (from 1980 to 1995), the per capita income in 
urban   regions of all the provinces except Alberta and British Columbia experienced a   
positive growth rate. The per capita income in the urban region of Newfoundland and     
Labrador grew at a rate higher than the national rate consistently over each intercensal       
period. 
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Comparing the growth in per capita income in urban and rural regions, we find that the   
rankings are similar – the Atlantic Provinces rank at the top and Alberta, British Columbia 
and Saskatchewan rank at the bottom in terms of urban and rural income growth. 
 

Rural-urban gap in per capita income within provinces 
 
During the overall 1980 to 1995 period, the rural-urban gap at the Canada level has ranged 
from -$4,430 (in 1985) to -$3,423 (in 1995) (Figure 3 and Appendix Table 1). There is a 
wide range in the size of the rural-urban per capita income gap across the provinces, ranging 
from -$2,460 in New Brunswick to -$4,703 in Nova Scotia (average for 1980-1995 in      
constant $1995).  Nova Scotia and Manitoba had the largest rural-urban gap in per capita   
incomes. 
 
In each province, the per capita income in the rural regions was less than the urban per capita 
income in each of the last 4 census years – thus, there was a negative rural-urban income gap 
within each province, as shown in Figure 3.  The rural-urban gap in per capita income was 
larger in Manitoba and Nova Scotia but relatively smaller in Newfoundland and Labrador 
and New Brunswick. In other words, the income disparity between urban and rural regions 
was larger within Manitoba and Nova Scotia and was smaller within New Brunswick and               
Newfoundland and Labrador. The rural-urban per capita income gap of six provinces was 
consistently smaller than the overall Canadian rural-urban per capita income gap over the 
last 4 census years. The exceptions were Alberta in 1980 only, Manitoba in 1980 and 1985 
and Nova Scotia in all periods. (All of Prince Edward Island is classified as a predominantly    
rural region and thus a rural-urban income gap was not calculated for Prince Edward Island.) 
 
During the 1980 to 1985 period, the rural-urban per capita income gap increased for most of 
the provinces since the urban incomes increased at a faster rate than the rural incomes.  This 
gap then narrowed marginally during the 1985-1990 period for most of the provinces.  The 
rural per capita incomes grew at a faster rate than the urban per capita incomes. The gap 
closed in all provinces in the 1990 to 1995 period.  This was mainly because the urban per 
capita incomes fell faster than the rural per capita incomes, i.e. the impact of recession was 
more severe in urban regions than the rural regions.  Overall the income gap between rural 
and urban regions fell 16 percent from 1980 to 1995. 
 
Looking at a longer time frame from 1980 to 1995, we find that all the provinces except 
Newfoundland and Labrador experienced a decline in the rural-urban per capita income gap.  
New     Brunswick had the largest decline whereas Newfoundland and Labrador experienced 
the largest increase in the gap.  Thus, there was rural-urban convergence (i.e. rural and urban 
per capita income came closer to each other) within each province, except Newfoundland 
and Labrador, over the 1980 to 1995 period. 
 
 It is interesting to note that the smallest and largest rural-urban income gap was found in the 
Atlantic provinces – the smallest was within New Brunswick and the largest was within 
Nova Scotia (on average over 1980-1995). 
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Incidence of low income among individuals6 
 

Rural regions within provinces 
 
Over the last 4 census years, the incidence of low incomes in rural regions was consistently 
higher in Newfoundland and Labrador, Nova Scotia, New Brunswick and Saskatchewan, 
compared to the other provinces (Figure 4 and Appendix Table 2). On the other hand,       
Ontario and British   Columbia, which had relatively high rural and urban per capita income, 
reported a consistently lower incidence of low income in their rural regions.  

 
The incidence of low income in rural regions rose for most of the provinces over 1980-1985, 
fell for most provinces over 1985-1990 and rose again over 1990-1995. 
 

Urban regions within provinces 
 
Ontario and Nova Scotia had a lower urban incidence of low income in each census year, 
compared to the Canadian average urban region, whereas Newfoundland and Labrador, New 
Brunswick, Quebec and Manitoba had a higher urban incidence of low income (Figure 5 and 
Appendix Table 2).  
 
All the provinces had an overall increase in the percent of individuals below the LICO over 
the last period 1980-1995.  This was in sharp contrast to the negative trend noticed for the 
percent of individuals below the LICO in rural regions. Thus, the incidence of low income 
showed a decline in rural regions while it rose in the urban regions. 
 
Comparing 1995 to 1980, the largest percentage point increase in the urban incidence of low 
income occurred in British Columbia, Alberta, Manitoba and Quebec. 
 

Rural – urban differences in the incidence of low incomes 
 

In most provinces in 1980, the rural incidence of low incomes was larger than the urban    
incidence of low incomes (Figure 6 and Appendix Table 2).  Over time, the incidence of low 
incomes in rural regions has declined relative to the incidence of low incomes in urban       
regions.  This shift is substantial – note that only two provinces (British Columbia and     
Quebec) had a smaller incidence of low income in rural regions compared to urban regions 
in 1980 whereas only two provinces (Nova Scotia and Newfoundland and Labrador) had a 
larger incidence of low incomes in rural regions compared to urban regions in 1995.  This 
result is due to an increasing incidence of low incomes in urban areas and not due to a       
declining incidence of low incomes in rural areas. 
 
The increase in incidence of low income in urban areas can be attributed to many factors.  
According to Heisz (2000), the increase in low income intensity occurred due to a lack of 
rise in market income and a decline in transfers received by low-income families, particu-
larly the decline in Employment Insurance (EI) benefits. 
 
 
 
 6        In this paper, the term “individuals” refers to “members of economic families” and “unattached           
individuals”. 
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Conclusions 
 
Within each province, incomes in rural regions are lower than the incomes in urban regions. 
Provinces with above average urban incomes (e.g. Ontario, Alberta and British Columbia) 
also have above average incomes in their rural regions. 
 
The rural-urban income disparity is largest within Nova Scotia and Manitoba and smallest 
within New Brunswick and Newfoundland and Labrador. 
 
The rural-urban income gap has declined within all provinces, except Newfoundland and 
Labrador. 

 
The share of the rural population with low incomes has declined, relative to the share of 
urban population with low incomes (due largely to an increase in the incidence of low 
incomes in urban regions). 

 
Thus, rural income disparities are decreasing within most provinces because the rural-urban 
income gap is decreasing; and the incidence of low incomes in rural regions is declining, 
relatively. 
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Figure 1 

Rural per capita income shows a consistent
pattern across the provinces over time
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Figure 2 

Urban per capita income shows a consistent
pattern across the provinces over time
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Figure 3 

Consistent pattern (New Brunswick-small, Nova
Scotia-large) of rural-urban income gap in per
capita income within each province over time
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Figure 4 

Consistent pattern (Newfoundland and Labrador-high,
Ontario-low) of incidence of low income in rural
regions within each province over time
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Figure 5 

Incidence of low income in urban regions
increased within each province
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Figure 6 

Incidence of low income in rural regions, relative
to urban regions, decreased in each province
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Appendix Table 1. Per capita income ($1995) in rural and urban regions,
Canada and Provinces, 1980 - 1995

Rural regions in: 1980 1985 1990 1995
1980-1995 

Average

Above the 
Canadian rural 

average?

Canada 14,249 14,299 16,323 16,120 15,248
Newfoundland and Labrador 10,376 10,267 12,551 12,736 11,483 No
Prince Edward Island 12,113 13,075 15,393 15,316 13,974 No
Nova Scotia 11,652 13,039 14,720 14,223 13,409 No
New Brunwsick 11,966 12,843 14,992 14,887 13,672 No
Quebec 12,948 12,874 15,036 14,792 13,913 No
Ontario 14,833 15,842 18,311 17,585 16,643 Yes
Manitoba 12,881 13,408 14,677 14,638 13,901 No
Saskatchewan 14,581 13,922 14,511 14,916 14,483 No
Alberta 16,322 15,785 16,770 16,681 16,390 Yes
British Columbia 17,382 15,790 18,099 17,957 17,307 Yes

Urban regions in: 1980 1985 1990 1995
1980-1995 

Average

Above the 
Canadian 

urban average?

Canada 18,322 18,729 20,667 19,543 19,315
Newfoundland and Labrador 12,590 13,190 15,646 15,456 14,221 No
Prince Edward Island … … … … … …
Nova Scotia 16,306 18,018 19,590 18,532 18,112 No
New Brunwsick 14,928 15,243 17,520 16,838 16,132 No
Quebec 16,704 16,918 18,692 17,696 17,503 No
Ontario 18,732 19,917 22,223 20,696 20,392 Yes
Manitoba 17,571 18,069 18,818 18,164 18,156 No
Saskatchewan 17,805 17,706 18,366 17,985 17,966 No
Alberta 21,060 19,922 20,537 19,900 20,355 Yes
British Columbia 21,054 19,558 21,858 20,832 20,826 Yes

1980 1985 1990 1995
1980-1995 

Average

Above the 
Canadian 
average?

**** Rural - urban income gap ($1995)  ****

Canada -4,073 -4,430 -4,344 -3,423 -4,068
Newfoundland and Labrador -2,214 -2,923 -3,095 -2,720 -2,738 No
Prince Edward Island … … … … … …
Nova Scotia -4,654 -4,979 -4,870 -4,309 -4,703 Yes
New Brunwsick -2,962 -2,400 -2,528 -1,951 -2,460 No
Quebec -3,756 -4,044 -3,656 -2,904 -3,590 No
Ontario -3,899 -4,075 -3,912 -3,111 -3,749 No
Manitoba -4,690 -4,661 -4,141 -3,526 -4,255 Yes
Saskatchewan -3,224 -3,784 -3,855 -3,069 -3,483 No
Alberta -4,738 -4,137 -3,767 -3,219 -3,965 No
British Columbia -3,672 -3,768 -3,759 -2,875 -3,519 No
Source :  Statistics Canada. Census of Population, 1981, 1986, 1991 and 1996.
Note: … Figures not appropriate or not applicable, all of Prince Edward Island is designated as a
predominantly rural region.
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Appendix Table 2. Incidence of low income in rural and urban regions, 
Canada and Provinces, 1980 - 1995

Rural regions in: 1980 1985 1990 1995
1980-1995 

Average

Above the 
Canadian rural 

average?

Canada 16.2 17.3 13.8 16.3 15.9
Newfoundland and Labrador 22.0 24.9 17.1 21.9 21.5 Yes
Prince Edward Island 17.7 15.5 12.9 15.2 15.3 No
Nova Scotia 17.3 17.7 15.5 19.4 17.5 Yes
New Brunwsick 19.3 19.1 16.0 18.4 18.2 Yes
Quebec 17.1 19.5 15.1 18.0 17.4 Yes
Ontario 14.4 13.3 10.3 13.6 12.9 No
Manitoba 19.1 18.3 15.0 15.4 17.0 Yes
Saskatchewan 18.3 19.7 17.9 17.6 18.4 Yes
Alberta 14.5 16.2 14.3 14.9 15.0 No
British Columbia 12.4 16.9 13.1 16.1 14.6 No

Urban regions in: 1980 1985 1990 1995
1980-1995 

Average

Above the 
Canadian urban 

average?

Canada 15.6 16.8 16.7 21.2 17.6
Newfoundland and Labrador 20.1 21.3 16.8 20.7 19.7 Yes
Prince Edward Island … … … … … …
Nova Scotia 15.5 14.5 14.1 17.7 15.4 No
New Brunwsick 17.6 20.0 17.3 21.2 19.0 Yes
Quebec 18.9 20.8 20.3 25.1 21.3 Yes
Ontario 13.9 13.4 13.8 18.7 14.9 No
Manitoba 17.9 19.0 21.2 24.3 20.6 Yes
Saskatchewan 15.8 18.2 17.2 19.2 17.6 No
Alberta 13.1 16.6 17.8 20.2 16.9 No
British Columbia 14.2 18.7 16.8 22.1 18.0 Yes

1980 1985 1990 1995
1980-1995 

Average

**** Rural minus urban percentage point difference in incidence of low income ****

Canada 0.5 0.5 -2.8 -4.8 -1.7
Newfoundland and Labrador 1.8 3.6 0.2 1.2 1.7
Prince Edward Island … … … … …
Nova Scotia 1.9 3.2 1.5 1.7 2.0
New Brunwsick 1.7 -0.9 -1.4 -2.7 -0.8
Quebec -1.8 -1.3 -5.2 -7.2 -3.8
Ontario 0.6 -0.1 -3.5 -5.1 -2.0
Manitoba 1.2 -0.7 -6.2 -8.9 -3.6
Saskatchewan 2.5 1.4 0.7 -1.6 0.8
Alberta 1.3 -0.5 -3.5 -5.2 -2.0
British Columbia -1.9 -1.8 -3.7 -6.0 -3.3
Source :  Statistics Canada. Census of Population, 1981, 1986, 1991 and 1996.
Note: The incidence of low income is the percent of individuals living below the low income
         cut-off (LICO).
Note: …Figures not appropriate or not applicable, all of Prince Edward Island is designated as a
predominantly rural region.
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