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Principles	
  of	
  Tax	
  Policy	
  

•  Effec:ve	
  
– Administra(vely	
  simple,	
  transparent	
  

– Stable,	
  flexible,	
  provides	
  required	
  revenues	
  
•  Equitable	
  
– Neutral:	
  “a	
  buck	
  is	
  a	
  buck”	
  
– Fair:	
  progressive,	
  ability	
  to	
  pay	
  

•  Efficient	
  
– Promote	
  economic	
  growth,	
  well-­‐being	
  
– Promote	
  be3er	
  behaviour:	
  social,	
  environmental	
  



Personal	
  and	
  corporate	
  income	
  taxes	
  
essen:al	
  for	
  equity	
  and	
  fairness	
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  Marc	
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  Eroding	
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Average	
  Tax	
  Rate	
  as	
  a	
  Share	
  of	
  Income	
  for	
  Different	
  Types	
  of	
  Tax	
  	
  

Corporate	
  income	
  taxes	
  

Personal	
  income	
  taxes	
  

Payroll	
  taxes	
  

Property	
  taxes	
  

Other	
  taxes	
  and	
  user	
  fees	
  

Sales	
  and	
  commodity	
  taxes	
  



High	
  income	
  and	
  capital	
  gains	
  tax	
  rate	
  	
  
cut	
  by	
  1/3	
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Richest	
  1%	
  double	
  their	
  share	
  of	
  income	
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Source:	
  The	
  World	
  Top	
  Incomes	
  Database,	
  	
  
h=p://g-­‐mond.parisschoolofeconomics.eu/topincomes/	
  	
  

Top	
  1%	
  share	
  of	
  total	
  income	
  in	
  Canada	
  



Corporate	
  tax	
  rates	
  cut	
  in	
  half	
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Corporate	
  income	
  tax	
  rate	
  cut	
  by	
  more	
  than	
  50%	
  since	
  1980	
  

Combined	
  fed-­‐prov	
  corporate	
  income	
  tax	
  rate	
  

Federal	
  corporate	
  income	
  tax	
  rate	
  



Supply-­‐side	
  corporate	
  tax	
  cuts	
  fail	
  	
  
to	
  spur	
  investment	
  

0%	
  

2%	
  

4%	
  

6%	
  

8%	
  

10%	
  

0%	
  

10%	
  

20%	
  

30%	
  

40%	
  

50%	
  
20
00
	
  

20
01
	
  

20
02
	
  

20
03
	
  

20
04
	
  

20
05
	
  

20
06
	
  

20
07
	
  

20
08
	
  

20
09
	
  

20
10
	
  

20
11
	
  

20
12
	
  

Bu
si
ne

ss
	
  in
ve
st
m
en

t/
	
  G
D
P	
  

Co
m
bi
ne

d	
  
fe
d-­‐
pr
ov
	
  c
or
po

ra
te
	
  ta

x	
  
ra
te
	
  

Combined	
  federal-­‐provincial	
  corporate	
  tax	
  rates	
  and	
  business	
  
investment	
  in	
  machinery	
  and	
  equipment	
  

Business	
  investment/	
  GDP	
  (right	
  axis)	
   Combined	
  Fed-­‐Prov	
  corp	
  tax	
  rate	
  (le`	
  axis)	
  



Unprecedented	
  shiW	
  to	
  household	
  deficits	
  
and	
  corporate	
  surpluses	
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Surpluses and Deficits for Corporate and Household Sectors 

Corporations 

Persons and unincorporated businesses 



Fair	
  tax	
  measures	
  could	
  eliminate	
  deficit	
  

Federal	
  government	
  progressive	
  revenue	
  op:ons	
  	
  
Revenue	
  
$billions	
  

Fair	
  taxes	
  for	
  corpora:ons	
  

•  Restore	
  federal	
  corporate	
  tax	
  rate	
  to	
  21%	
  

•  Financial	
  ac(vi(es	
  tax	
  on	
  bank	
  profits	
  and	
  compensa(on	
  

$10.5	
  

$5.0	
  
Progressive	
  tax	
  on	
  high	
  incomes	
  

•  Tax	
  incomes	
  over	
  $250,000	
  at	
  35%	
   $3.5	
  
Broaden	
  tax	
  base	
  and	
  close	
  ineffec:ve	
  and	
  regressive	
  tax	
  
loopholes	
  

•  Eliminate	
  and	
  restrict	
  regressive	
  tax	
  loopholes	
  and	
  
subsidies	
  (capital	
  gains,	
  stock	
  op(ons,	
  oil	
  industry,	
  etc.)	
  

$10.0+	
  

Total	
  of	
  above	
  measures	
  (billions	
  annually)	
   $29.0	
  


