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Understanding Neighbourhood Income Mixing
in Canadian Cities: The Income Divergence

Index (D-index)

To what extent do Canadian households live in mixed-income neighbourhoods? How can
neighbourhood income mixing be measured? CMHC commissioned Statistics Canada to develop
an indicator of income mixing at the census tract level. This new data will support countrywide
efforts for studying socially inclusive housing and neighbourhoods.

Project Overview

This research built on the literature on income inequality
measures to explore several options for measuring income
mixing within geographic units. Three different measures
appeared to be good candidates: (i) the dissimilarity index,
(i) the information theory index, and (iii) the divergence index
(D-index). Each measure was then applied using geographically
detailed income data derived from tax records.

Findings

¢ The D-index most effectively describes income sorting
across and within neighbourhoods.

Canada

When it comes to understanding income mixing at
the local level, three factors appeared to be important.
They are the sorting of households: (i) across census
tracts, (i) across dwelling types within census tracts,
and (iii) across apartment buildings in these same
census tract-based neighbourhoods.

In all Canadian census metropolitan areas (CMAs), the
sorting of households across census tracts represented
the main source, among the three studied, of income
mixing within CMAs. This means that poor and richer
households tend to be concentrated in different
neighbourhoods. This implies less income mixing

at the CMA level.
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Why develop the D-index?

The federal government has committed to a renewed
and reengaged role in affordable housing through the
National Housing Strategy (NHS), which was launched
in November 2017. One of the central tenets of the new
Strategy is the promotion of socially inclusive housing and
neighbourhoods. To fill important data gaps and to gather
information on social inclusion as it relates to housing and
the built environment, CMHC has initiated and funded
the development of an indicator of neighbourhood
income mixing called the Income Divergence Index,

or simply D-index.

How to get access
to the data

On July 2020, Statistics Canada released the D-index

in the Canadian Statistical Geospatial Explorer." Moreover,
as of October 2020, a linkage between this dataset and the
Canadian Housing Survey became available in microdata
format, available through Statistics Canada’s Research
Data Centres.

The D-index is currently available for years 2014 and 2016.
An update of the index using income data derived from
2018 tax records will be linked to the Canadian Housing
Survey and made available through Research Data Centres
this year.

In 2016, according to the D-index, Winnipeg was classified
as the CMA with the least neighbourhood income mixing
in Canada, while Barrie was classified as the one with the
most mixing. The level of income mixing depends on the
degree households sort across neighbourhoods and within
neighbourhoods across dwelling types (apartment buildings
and other dwelling types) and individual apartment buildings.

Regarding the three largest CMAs: overall, Vancouver is more
neighbourhood-income-mixed than Montréal and Toronto.
Toronto is the least income-mixed among the three. This
classification does not reflect housing prices within each CMA,
but rather the extent to which neighbourhoods house people
with different income backgrounds.

" https://www150.statcan.gc.ca/n1/pub/71-607-x/2020010/71-607-x2020
app-eng.htm, retrieved May 2021.
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Figure 1: Average neighbourhood income mixing,
Canadian census metropolitan areas, 2016
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Source: Statistics Canada, authors' compilation based on the 2016
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Considering the relative degree of household sorting across
neighbourhoods: among the three largest CMAs, Montréal is
the one where the sorting of households across census tracts
contributed most to the level of neighbourhood income mixing
in the CMA. In Montréal, 78% of the average income mixing
of the CMA was due to poor and richer households tending
more to live in different neighbourhoods. Surprisingly, the
corresponding figures are lower for Toronto and Vancouver
(65% for each of them).

Figure 2: Relative importance of the sorting

of households across census tracts, ten largest
CMAs, 2016
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Source: CMHC, adapted from, Statistics Canada, authors'
compilation based on the 2016 taxation year T1 Family File

If, in a given census tract, households with different incomes
lived in different dwelling types, this would imply a lower
degree of income mixing in the neighbourhood, even if the
neighbourhood were home to households in all of the income
groups. This would be sorting across dwelling types.

In Toronto, 15.2% of the lack of neighbourhood income
mixing in 2016 was due to poor and richer households
living in different types of dwellings, even within the same
neighbourhoods. The corresponding figure was 11.9%
for Montreal, and only 8.9% for Vancouver.
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Figure 3: Relative importance of the sorting
of households across dwelling types, ten largest
CMAs, 2016

Kitchener-Cambridge-Waterloo 17.3%
Hamilton 15.5%
Toronto 15.2%
Ottawa-Gatineau 12.9%
Winnipeg 12.8%
Edmonton 12.8%
Québec 12.7%
Montréal 11.9%
Calgary 11.3%
Vancouver 8.7%

0% 5% 10% 15% 20%
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compilation based on the 2016 taxation year T1 Family File

Figure 4: Relative importance of the sorting
of households across apartment buildings,
ten largest CMAs, 2016
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Even if households from different income groups live in

the same type of dwelling, it might be the case that richer
households live in higher-quality buildings, while poorer
households find themselves living in older dwellings. One
example could be richer households living in very expensive
condominiums, while poorer ones live in old and poorly
maintained buildings.

Among the 10 largest CMAs in Canada, Vancouver is the
one where the sorting across apartment buildings contributed

most to the lack of neighbourhood income mixing in the CMA.

In Vancouver, 26.1% of the lack of neighbourhood income
mixing was due to higher-income households sorting into
higher-income buildings and lower-income households
sorting into lower-income buildings.

Interestingly, the degree of sorting across apartment buildings
was higher in Toronto (19.7%) than in Montréal (10.2%).

Implications for the
Housing Industry

With the D-index, it is now possible to identify
neighbourhoods where developing affordable housing might
help achieve the highest impact in terms of geographically
based income mixing. Furthermore, this research shows that
improving neighbourhood income mixing in Canada means
reducing the sorting of households across three dimensions:
(i) census tracts, (i) dwelling types, and (jii) apartment buildings.




For Further Reading

Neighbourhood, Dwelling and Apartment Building Income
Mixing: Measures and Experimental Estimates Across
Census Metropolitan Areas
https://www150.statcan.gc.ca/n1/pub/11-633-x/11-633-
x2020001-eng.htm
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Ubdate of Indicators of Income Mixing:
2018 T1 Family File-based Income Mixing Measures

https://eppdscrmssa01.blob.core.windows.net/
cmhcprodcontainer/sf/project/archive/research_6/update-

of-indictors-of-income-mixing---2018-t1-family-file-based-

income-mixing-measures.pdf



https://www150.statcan.gc.ca/n1/pub/11-633-x/11-633-x2020001-eng.htm
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https://eppdscrmssa01.blob.core.windows.net/cmhcprodcontainer/sf/project/archive/research_6/update-of-indictors-of-income-mixing---2018-t1-family-file-based-income-mixing-measures.pdf
https://eppdscrmssa01.blob.core.windows.net/cmhcprodcontainer/sf/project/archive/research_6/update-of-indictors-of-income-mixing---2018-t1-family-file-based-income-mixing-measures.pdf
https://eppdscrmssa01.blob.core.windows.net/cmhcprodcontainer/sf/project/archive/research_6/update-of-indictors-of-income-mixing---2018-t1-family-file-based-income-mixing-measures.pdf
https://eppdscrmssa01.blob.core.windows.net/cmhcprodcontainer/sf/project/archive/research_6/update-of-indictors-of-income-mixing---2018-t1-family-file-based-income-mixing-measures.pdf
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CMHC helps Canadians meet their housing needs

Canada Mortgage and Housing Corporation (CMHC) has been helping Canadians meet their housing needs for more
than 70 years. As Canada’s authority on housing, we contribute to the stability of the housing market and financial
system, provide support for Canadians in housing need, and offer unbiased housing research and advice to Canadian
governments, consumers and the housing industry. Prudent risk management, strong corporate governance and
transparency are cornerstones of our operations.

For more information, visit our website cmhc.ca or follow us on Twitter, LinkedIn, Facebook, Instagram and YouTube.

You can also reach us by phone at 1-800-668-2642 or by fax at 1-800-245-9274.
Outside Canada call 613-748-2003 or fax to 613-748-2016.

Canada Mortgage and Housing Corporation supports the Government of Canada policy on access to information
for people with disabilities. If you wish to obtain this publication in alternative formats, call 1-800-668-2642.

©2021, Canada Mortgage and Housing Corporation. All rights reserved. CMHC grants reasonable rights of use of this publication’s content
solely for personal, corporate or public policy research, and educational purposes. This permission consists of the right to use the content
for general reference purposes in written analyses and in the reporting of results, conclusions, and forecasts including the citation of limited
amounts of supporting data extracted from this publication. Reasonable and limited rights of use are also permitted in commercial publications
subject to the above criteria, and CMHC's right to request that such use be discontinued for any reason.

Any use of the publication’s content must include the source of the information, including statistical data, acknowledged as follows:
Source: CMHC (or “Adapted from CMHC,” if appropriate), name of product, year and date of publication issue.

Other than as outlined above, the content of the publication cannot be reproduced or transmitted to any person or, if acquired by an organization,
to users outside the organization. Placing the publication, in whole or part, on a website accessible to the public or on any website accessible
to persons not directly employed by the organization is not permitted. To use the content of this CMHC publication for any purpose other

than the general reference purposes set out above or to request permission to reproduce large portions of, or the entire content of, this CMHC

publication, please send a Copyright request to the Housing Knowledge Centre at Housing_Knowledge_Centre@cmhc.ca. Please provide the
following information: Publication’s name, year and date of issue.

Without limiting the generality of the foregoing, no portion of the content may be translated from English or French into any other language
without the prior written permission of Canada Mortgage and Housing Corporation.

The information, analyses and opinions contained in this publication are based on various sources believed to be reliable, but their accuracy
cannot be guaranteed. The information, analyses and opinions shall not be taken as representations for which Canada Mortgage and Housing
Corporation or any of its employees shall incur responsibility.
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https://twitter.com/CMHC_ca
http://www.linkedin.com/company/canada-mortgage-and-housing-corporation
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https://www.instagram.com/cmhc_schl/
http://www.youtube.com/CMHCca
mailto:Housing_Knowledge_Centre@cmhc.ca
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Figure 1: Average neighbourhood
Income Mixing, Canadian Census

Metropolitan Areas, 2016
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Figure 2: Relative importance of the
sorting of households across census
tracts, ten largest CMAs, 2016
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Figure 3: Relative importance of the
sorting of households across dwelling
types, ten largest CMAs, 2016
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Figure 4: Relative importance of the
sorting of households across apartment
buildings, ten largest CMAs, 2016
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