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By Susan Morrissey, ESPC Executive Director 

Foreword: Fair Taxation, Fair 
Government  

This issue of the Factivist ŦƻŎǳǎŜǎ ƻƴ ƎƻǾŜǊƴƳŜƴǘΩǎ 
role in fair taxation.  The idea came about from 
discussions amongst staff and observations after the 
last Federal budget of programs that were being 
downsized or eliminated in an effort to enhance 
efficiency. 

wŜƎŀǊŘƭŜǎǎ ƻŦ Ƙƻǿ ȅƻǳ ƭƻƻƪ ŀǘ ƛǘΣ ƎƻǾŜǊƴƳŜƴǘΩǎ ǊƻƭŜ 
in taxation is to collect funds from different sources 
and use that money to provide public services.  It 
starts to get contentious when we start to look at 
which programs are being re-worked or eliminated 
and the impact these have on individuals and families 
who rely heavily on public and social services.  

I have used this phrase before, and I will say it again: we either pay now or we will pay later 
ǿƘŜƴ ǿŜ ŘƻƴΩǘ Ǉǳǘ ŜƴƻǳƎƘ ǊŜǎƻǳǊŎŜǎ ƛƴǘƻ ǎƻŎƛŀƭ ǎǳǇǇƻǊǘ ǎŜǊǾƛŎŜǎΦ   {ǳǇǇƻǊǘ ŀ ǎƛƴƎƭŜ ǇŀǊŜƴǘ 
who is turning their life around and making efforts to support themselves and that of their 
family, or save some money and see the future impact of this decision. 

Federal Minister of Finance Jim Flaherty 
Photo by Fred Chartrand, Canadian Press 

Looking for research assistance? 

The Edmonton Social Planning Council 
provides FREE research services to social 
advocacy organizations in Edmonton!  Are 
you seeking publications or statistics in social 
policy areas such as: 
 

 

If you or your organization needs a hand finding information about local social issues or 
related topics, feel free to contact our Resource Coordinator Stephen MacDonald by phone 
at 780.423.2031 ext. 354 or by email at stephenm@edmontonsocialplanning.ca.  Or, submit 
a research question to us using our Research Inquiries form.   To access the form, please 
visit http://goo.gl/7b6VH. 

Housing Transportation  

Education Food Security  

Urban Issues Social Services Health 

Disabilities Poverty Income Security Programs 

Families Children and Child Care Women 

Seniors Indigenous Peoples Immigration 

Labour Force Crime and Safety Χ ŀƴŘ ƳƻǊŜΗ 

 Additional Resource 

The Broadbent Institute.  
(2012).  Equality Project.  
Available at 
www.broadbentinstitute.ca/
sites/default/files/uploaded-
manually/equality-
project.pdf 

 

Findings show that over three
-quarters of Canadians (77 
per cent) deem income 
inequality a serious problem 
and they are ready to find 
and take part in solutions. 
Individuals from all walks of 
life indicate they are willing 
to do their part through fair 
and equitable taxation to 
protect our public programs, 
but they want corporations 
to do their part too. 
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Over the past 12 years, federal tax rates for 
large corporations have been drastically cut 
by successive Liberal and Conservative 
governments.  Unlike most individuals and 
families, who pay taxes on virtually all their 
income, corporations only pay taxes on their 
profits (revenues minus expenses).  In 2000, 
the federal corporate tax rate was 28 per 
cent.  Today, the federal corporate tax rate 
stands at only 15 per cent, a cut of over 46 
per cent. 

Estimating the loss of public revenue 
resulting from these federal corporate tax 
cuts is anything but a straightforward 
exercise.  Corporate profits (and therefore 
the taxes they pay) fluctuate considerably 
from year to year depending on the 
strength of the overall economy.  Corporate 
profits took a big hit in 2001-2002 in the 
aftermath of the 9/11 attacks and again in 
2009 due to the global financial crisis.  
Other than those years, however, Canadian 
corporate profits have shown steady 
growth. 

Using Statistics Canada data, Chart 1 tracks 
the before-tax and after-tax operating 
profits of Canadian corporations as well as 
federal corporate taxes paid.  Before-tax 
operating profits increased by 36.9 per cent 
between 2000 and 2011 (from $197.7 billion 
to $270.6 billion), over three times the 11.3 
per cent increase in federal corporate tax 
revenues during those years (from $28.3 
billion to $31.5 billion).  Had federal 
corporate tax revenues gone up by the 
same percentage as corporate operating 
revenues since 2000, the federal 
government would have generated an 
additional $7.2 billion in 2011 alone ($38.7 
billion instead of the actual $31.5 billion). 

In large part due to the federal corporate 
tax cuts, the after-tax profits of Canadian 
corporations increased by 81.4 per cent 
from $118.2 billion in 2000 to $214.4 billion 
in 2011.  Federal corporate tax cuts were a 
significant though not sole contributor to 
this huge increase in after-tax profits.  
Provincial corporate tax cuts also 

By John Kolkman, ESPC Research Coordinator 

Shrinking Public Revenue: A Look at 
Federal Corporate Tax Cuts  

Chart 1 - Profits Made and Taxes Paid (Continued on page 4) 

 Additional Resource 

Forbin, Essoh  (2011).  Effect 
of Corporate Taxes on 
Economic Growth: The Case 
of Sweden.  Available at 
http://hj.diva-portal.org/
smash/get/diva2:495706/
FULLTEXT01 

 

Economic theory postulates 
that corporate tax rates 
should significantly 
negatively affect GDP growth 
rate.  Some past empirical 
works on cross-country panel 
data also supports this 
significantly negative 
correlation between growth 
rate and corporate tax. 
However, empirical works 
using country specific time-
series data show deviations 
and contradictions to this 
conventional wisdom.  This 
paper finds that corporate 
income tax rates have no 
significant effect on Swedish 
economic growth. 
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contributed.  For example, between 2000 
and 2011, Alberta corporate tax rates were 
cut from 15.5 per cent to 10 per cent. 

These corporate tax cuts, and the resulting 
loss of public revenue, might be justified if 
corporations were investing the savings in 
new buildings and equipment and other 
productivity improvements.   However, this 
does not appear to be the case.  A recent 
research note prepared by Capital 
Economics (reported in The Globe and Mail) 
found that - far from investing in 
productivity improvements or even 
shareholder dividends - Canadian non-
financial corporations were sitting on a 
mountain of cash ($526 million at the 
beginning of 2012) (Parkinson, 2012). 

Chart 2 compares Canadian and United 
States (US) federal tax rates for large 
corporations between 2000 and 2012.  
While Canadian rates have been cut from 28 
per cent to 15 per cent during this period, 
US rates have remained at a constant 35 per 

cent. A recent study from the Canadian 
Centre for Policy Alternatives (CCPA) 
concluded that much of the benefit of 
Canadian corporate tax cuts is finding its 
way to the United States Treasury.  As 
ŜȄǇƭŀƛƴŜŘ ōȅ ǎǘǳŘȅ ŀǳǘƘƻǊ 9Ǌƛƴ ²ŜƛǊΥ άǘƘŜ 
U.S. taxes its corporations on a worldwide 
basis. When an American corporation 
repatriates profits from Canada to the U.S., 
it pays the 35 per cent American federal 
corporate tax rate minus a credit for taxes 
already paid in Canada. Given a Canadian 
corporate tax rate below 35 per cent, 
American corporations will have to pay the 
r a t e  d i f f e r e n c e  b a c k  t o 
²ŀǎƘƛƴƎǘƻƴΣέ ό/ŀƴŀŘƛŀƴ /ŜƴǘǊŜ ŦƻǊ tƻƭƛŎȅ 
Alternatives, 2009). 

Taxes are the price Canadians pay to live in 
a civilized society.  Shrinking public revenue 
through a policy of corporate tax cuts makes 
it harder to provide Canadians with the 
programs and services they rely upon. 

Chart 2 - Federal Corporate Tax Rates 
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Shrinking Public Revenue , continued from page 3  

 Additional Resource 

Pasma, Chandra.  (2011).  
Taxation and the Common 
Good: A CPJ Backgrounder 
on Taxation.  Available at 
www.threesource.ca/
documents/June2011/
taxes_common_good.pdf 

 

The Citizens for Public Justice 
framework supports the 
notion that taxes are an 
important contribution to the 
common good. Taxes are one 
way in which we as citizens 
fulfill our obligation to 
promote justice and to 
respect the right of all people 
to live in dignity. For 
governments, tax policy can 
be used to foster justice, in 
addition to tax revenues 
paying for infrastructure and 
public services that benefit all 
and promote an equitable 
society. Public justice also 
supports a progressive 
distribution of taxes, and 
transparent and accountable 
decisions from governments 
on taxation and spending. 
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Canadian Municipalities Crumbling 
Under Fiscal Austerity  
By Marc LeBlanc, Volunteer Writer 

On the morning of July 31, 2011, a 15-metre 
ǿƛŘŜ ŎƻƴŎǊŜǘŜ ōŜŀƳ ŎƻƭƭŀǇǎŜŘ ƛƴ aƻƴǘǊŜŀƭΩǎ 
Ville-Marie Tunnel, leaving 15 metric tonnes 
of concrete on Autoroute 720.  On a typical 
weekday, 100,000 motorists depend on the 
ǘǳƴƴŜƭ ǘƻ ǘǊŀǾŜƭ ǘƘǊƻǳƎƘ aƻƴǘǊŜŀƭΩǎ ǳǊōŀƴ 
core.  Fortunately, the tunnel was largely 
empty on this Sunday morning and no one 
was injured.  The collapse was just a single 
incident in a series of bridge closures and 
alarming infrastructure reports to come out 
of Montreal that summer (Curtis, 2011). 

Crumbling roads and tunnels are not unique 
to Montreal.  In fact, a 2007 report by the 
Federation of Canadian Municipalities 
ŜǎǘƛƳŀǘŜǎ /ŀƴŀŘŀΩǎ ƛƴŦǊŀǎǘǊǳŎǘǳǊŜ ŘŜŦƛŎƛǘ ǘƻ 
be $123 billion.  Moreover, 28 per cent of 
municipal infrastructure is at least 80 years 
old (Mirza, 2007).  In Edmonton, multiple 
arterial roads, including 63rd and 90th 
Avenue, scored below 2.0/10.0 on the City 
ƻŦ 9ŘƳƻƴǘƻƴΩǎ ŀǎǎŜǎǎƳŜƴǘ ŦƻǊ ǊƻŀŘ 
conditions, and require millions to be 
reconstructed (Kent, 2012).  Meanwhile, the 
City of Edmonton has only allocated $46 
million for the next three years for 
improving city streets, which is less than 50 
per cent of the funds allocated in the last 
three years (Kent, 2012).  This gap is all the 
more astonishing when we consider it over 
ǘƘŜ ƭƻƴƎ ǘŜǊƳΦ  .ŀŎƪ ƛƴ нллоΣ 9ŘƳƻƴǘƻƴΩǎ 
infrastructure deficit was estimated to be 
$188 million (Vander Ploeg, 2003).  For fiscal 
ȅŜŀǊǎ нллф ǘƻ нлмуΣ 9ŘƳƻƴǘƻƴΩǎ 
infrastructure deficit is estimated to be $19 
billion (Gilbert, 2011). 

What helps explain this situation?  The 
nationwide epidemic of deferred 
maintenance is largely the result of 
increased downloading of responsibilities 
from provinces to municipalities.  This trend 
began in the 1980s, when the Mulroney 
Government reduced equalization 
payments to the provinces.  Later, the 
Chretien government reformed transfer 
payments for social services through the 
Canadian Health and Social Transfer 
program.  Provincial governments across 
Canada responded by offloading many of 
these programs to municipalities (Albo, 
2009;  Federa t ion o f  Canadian 
Municipalities, 2010).  Today, municipalities 
across Canada are not only shouldering the 
ƴŀǘƛƻƴΩǎ ƛƴŦǊŀǎǘǊǳŎǘǳǊŜ ŘŜŦƛŎƛǘΣ ōǳǘ ŀǊŜ ŀƭǎƻ 
increasingly responsible for covering the 
rising costs of social programs, healthcare, 
and public education (Federation of 
Canadian Municipalities, 2010). 

Meanwhile, municipalities have very few 
methods to raise revenue and rely almost 
exclusively on property taxes to cover the 
inflating costs of social programs and 
deferred maintenance.  In 2006, 
municipalities only received 8 per cent of all 
tax revenues (cited in Mirza, 2007).  
Furthermore, many have argued that 
property taxes are regressive and limit 
economic growth in cities (Vander Ploeg, 
2008; Mintz, 2011).  This revenue source 
has also not kept pace with expanding 
municipal services.  Between 1961 and 

Photo by Phil Carpenter, The Gazette 

(Continued on page 6) 

 Additional Resource 

Stournaras, Christos.   (2012).  
Fiscal Austerity as the 
!ŎƘƛƭƭŜǎΩ IŜŜƭ ǘƻ {ƻŎƛƻ-
Economic Prosperity.   Social 
Science Electronic Publishing, 
Inc.  Available at http://
ssrn.com/abstract=2111896 

 

Inside the political arena of 
international economics, the 
nomenclature of government 
officials in policy debates 
adopts colorful terminology, 
such as healthy public 
finances, to recommend and 
enforce countries engaging in 
severe austerity as a means 
to correcting fiscal 
imbalances, while 
maintaining the sustainability 
of public debt.  However, the 
medical prescription refers to 
society and it seems that the 
same old people pay both the 
fiscal price and carry the 
burden of the national debt 
legacy.  The remedy appears 
to be killing the patient. 

 

63rd Avenue - Edmonton, Alberta 
Photo by Rick MacWilliam, Edmonton Journal 


