s

'=u} EERTAET0A PIE

GRAPHICAL ANALYSIS FROM THE FRONTIER CENTRE FOR PUBLIC POLICY

FC0016

September 2004

Alberta Taxes Approach U.S. Levels - 2004 Tax Load Index

2004 NORTHERN PLAINS TAX LOAD INDEX

The 2004 Tax Load Index offers a simple
measure of tax competitiveness across

western Canada and adjacent

5 jurisdictions, including Ontario and two
7.85%|  American states, North Dakota and
n/a] Minnesota. It sums up a jurisdiction’s key

0.8095| tax rates — the top provincial marginal
. rates (including surcharges) on personal

0.00%| and corporate income, as well as payroll,

6.50%| capital, sales taxes, and for the first time

0.00% this year health taxes* — to present a
i picture of the total tax burden, and to

0.00%| benchmark them against our neighbours’

tax load. The index excludes federal

2004 Rates B.C. Alberta Sask  Manitoba Ontario N.Dakota Minnesotal
Personal Income Taxy 14.7099 10.00%| 15.00%| 17.40%]|17.41% 5.54%
Health Tax 0.72% 0.59% n/g n/al 0.22% n/a
Corporate Tax 13.50%  8.00%| 17.00%| 15.50%14.00% 7.00%
Small Business Tax 4.50% 3.00%| 5.50%| 5.00%| 5.50% 0.00%
Provincial Sales Tax 7.50% 0.00%| 7.00%| 7.00%| 8.00% 5.00%
Capital Tax 3.00% 0.00%| 3.25%| 3.00%| 0.90% 0.00%
Payroll Tax 0.00% 0.00%| 0.00%| 2.15%| 1.95% 0.00%
Total 43.9% 47.8% 48.0%
Difference vs. 2003 0.7% -4.9% 0.5% -0.6% 1.2% -3.5%

taxes since they are the same in all
-0.1%|  provinces. For simplicity’s sake, minor

variations in tax base calculations have

been ignored. Alberta has unsubsidized power and car insurance industries, but these are ignored in this index. The maximum capital tax rate used
These taxes, viewed by economists as among the most damaging form of

is the highest rate used, those imposed on financial institutions.
taxation, are lower on other forms of capital.

2004 Regional Tax Load Index
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The index shows small movement since 2003, with
taxes falling only slightly in two Prairie Provinces.
Ontario has not proceeded with planned 2004 tax
cuts and has imposed a new health tax.

Alberta has continued to reduce its corporate tax
load. It cut both its corporate and small business tax
rate by two percent each and thereby reduced its
tax load by almost five points to 21.6%. It has the
country’s lowest business and personal taxes and
no sales and payroll tax.

Both American states on the chart have a lower tax
load than Alberta. Minnesota is considered to be a
“higher tax” state in the U.S., North Dakota a “lower
tax” one. North Dakota recently changed its
corporate tax rules resulting in a three and one half
point reduction in its overall tax load.

While retaining its position as the least competitive
tax jurisdiction, Manitoba lowered its corporate rate
by a half point to 15.5%, making its tax load 50.1%.
Saskatchewan increased its tax load to 47.8% by
increasing its provincial sales tax by one percent.
Both provinces continue to increase their tax load
vis-a-vis Alberta’s.

No changes in Manitoba's personal income tax

rates this year. These remain the second highest on the chart and a whopping 74% hlgher than Alberta’s. Manitoba also remains the only

prairie province to levy a payroll tax.

Declining tax rates in Alberta and the elimination of that province’s debt point to even greater pressures on other prairie provinces to keep up

with Alberta.

Manitoba remains in a low -growth policy framework with extremely uncompetitive tax rates. To stimulate its economy , it needs to bring its
personal income tax rates in line with its neighbours, particularly since 6% of the population pays over 33% of taxes.

Reductions in top rates can be funded initially by efficiencies available from more modern policy models. Experience shows that bwer
marginal rates accelerate growth, expanding the tax base and ultimately increasing revenues.

SOURCES: 2004 provincial and state budget documents, Canadian Taxpayers Federation

* Unlike the flat health taxes imposed in British Columbia and Alberta, Ontario has introduced a new health tax as of July 2004. This tax increases with
income — beginning at $60 per year for incomes of $21,000, and rising to $900 per year for incomes over $200,600. However, because the measure
In 2004, this will add another ¥ point to Ontario’s tax load.

takes effect mid-year, the maximum health tax for 2004 will be $450.
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