Tax Stimulus in Canada

· Tax reductions implemented by our Conservative Government since 2006 mean that in 2009–10, Canadians and Canadian businesses will pay $31 billion less in taxes—the equivalent of nearly 2 per cent of our gross domestic product (see Table 1)

· Specific tax measures taking effect on January 1, 2009:

· Tax Free Savings Account  

· Increase in the Basic Personal Amount to $10,100 

· Reduction of the general corporate income tax rate to 19 per cent 
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Tax Relief, By Fiscal Year

2007-08 2008-09 2009-10 2010-11 2011-12 2012-13

$B %

GST 7.1 12.0 12.6 13.2 13.7 14.2 72.7 38

Personal Tax 12.3 10.5 10.1 10.4 10.7 11.3 65.3 34

Business Tax 1.1 5.9 8.1 9.9 12.0 14.9 51.9 27

Total

20.5 28.4 30.8 33.5 36.3 40.3 189.9

100

Ongoing Support % GDP

1.3 1.8 1.9 2.0 2.0 2.2

* Provided by Budget 2006, Tax Fairness Plan, Budget 2007, 2007 Economic Statement, and Budget 2008

(billions of dollars)

Note: the above measures are on an accrual basis, while the 1.4% GDP show in Table 1 is on a cash basis; on a cash basis, some of the personal income tax 

measures for 2007-08 shown above are allocated to 2008-09, and are part of the 1.4% of GDP figure. 

Cumulative Impact of Tax Relief Announced To Date*

Total


Talking Points on Business Tax reductions

· Under our Conservative Government, Canada’s business taxes will become among the lowest in major industrialized economies – helping stimulate economic growth and jobs when we need it the most

· Canadians depend on healthy businesses for their jobs – not fat-cat Ottawa politicians only worried about protecting their perks

· Most provincial governments – even Manitoba’s NDP – understands the stimulus effect of low taxes and are taking steps in that direction. 

· The worst thing a government could do during an unprecedented global economic crisis is dramatically jack-up job-killing business taxes

· Attacking businesses – large and small – when the economy needs stimulus would kill new investments and new  and existing jobs 

· Let’s be clear what a Liberal government – supported by socialists and separatists – is proposing by imposing new business taxes:  

· Taking money away from job-growth industries

· Increasing taxes on small Canadian businesses

· Attacking manufacturers by ending the accelerated write off for new productivity-improving equipment

· Stunting ‘green’ job growth by imposing new taxes on clean energy generation and increasing the GST on wind turbines

· The coalitions plan to reverse all of the Conservative governments business tax cuts would mean an immediate $17B billion increase in taxes for business over the next two years – and would total over $40 billion over the next four years 

· The Liberal-Bloc-NDP cartel plan is the polar opposite of a economic stimulus plan – an economic deterrent plan

· Canadian businesses are already struggling in uncertain times – punishing them with a massive new $40 billion tax bill would kill jobs 

· What other taxes would the Liberal-Bloc-NDP cartel impose on businesses to fund their political perks? A carbon tax? A higher GST? The sky’s the limit.
Fiscal Stimulus in Other Countries

· The table below details the fiscal stimulus measures enacted to date by major industrialized countries.  However, as economic developments continue to unfold rapidly, there may be further announcements of fiscal stimulus in the coming weeks.    

· Currently, no advanced industrialized economy has enacted measures as large as those in Canada.  

· Moreover, stimulus measures in most countries are temporary.  
· Canadian measures are permanent.

· For those countries with permanent measures, the magnitude of these measures is considerably lower than those in Canada, on the order of 0.1 to 0.3 per cent of GDP

· It is important to note that when stimulus measures are temporary, their impact on GDP growth in the following year is negative – in the year after the measures expire, the government is contributing less to GDP than the year before, subtracting from year-over-year GDP growth. 

	Country
	Fiscal stimulus
	Duration

	Canada
	1.4 per cent of GDP incremental in 2008-09 and almost 2% of GDP total in 2009-10 since 2006 
	Majority Permanent

	United States


	1.2 per cent of GDP, largely in 2008  

Tax rebates to individuals and deductions for businesses
	Temporary

	
	Obama fiscal platform

1.1 per cent of GDP in 2009 

Tax rebates to individuals and assistance for small businesses
	Temporary

	Japan


	0.7 per cent of GDP in 2008 and 2009

Temporary tax cuts, direct payments to households, welfare benefit increases, and support for small and medium-sized businesses.
	Temporary

	Australia


	1.1 per cent of GDP in 2009
Lump sum payments to pensioners and support payments for low- and middle-income families, help for first home buyers 
	Temporary

	Germany


	0.6 per cent of GDP in 2009 and 0.3 per cent of GDP in 2010 and ongoing 

Infrastructure spending, combination of temporary and permanent tax relief (permanent corporate tax cuts)
	Est. 0.3% GDP  Permanent

	France


	0.4 per cent of GDP in 2008 and 0.1 per cent of GDP in 2009 and ongoing

Overtime wages permanently exempted from 95 per cent of income taxes, tax measures for students and mortgage-holders
	Est. 0.1% GDP Permanent 

	United Kingdom
	1.1 per cent of GDP in 2009. 

Stimulus package: VAT cut, acceleration of capital spending, personal tax relief.  Impact of stimulus package on fiscal balance to be offset going forward by ‘sustained fiscal consolidation’ starting in 2010-11: personal and excise tax increases and spending cuts.
	Temporary

	Italy
	No net stimulus in 2008. Negative net stimulus in 2009.

Three year plan to reduce expenditures
	Permanent

	China
	Chinese Government:  7.0 per cent of GDP each year for 2 years

Analysts estimates:      1.1 to 2.6 per cent of GDP each year for 2 years 

Infrastructure, low-income housing
	Temporary


