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Budgetary Impact – tax programs should be assessed in the context of the
government’s commitment to sound fiscal management. Economic efficiency is
the concept that tax expenditures should not distort the allocation of resources in
the economy and that taxes should be levied in an efficient manner. 

Simplicity – the tax system should be simple for the public to understand and
easy for the government to administer. As well, simplicity means that there
should be fewer broad based taxes when possible to reduce the complexity of
the system.

Utilization refers to the degree to
which a targeted group utilizes a tax
expenditure. Administrative efficiency
refers to the additional burden
imposed by a tax program. This
burden may manifest in the form of 
increased administration, red tape
and/or costs and can be an issue for
government as well as taxpayers.

OUR GUIDING TAX
POLICY PRINCIPLES
Effectiveness is a measure of the program’s ability to meet its stated goals.
Equity in a tax program denotes a concept of fairness particularly as it relates to
the distribution of wealth or the burden of taxation. Horizontal equity is when
taxpayers in similar circumstances pay the same amount of tax, whereas vertical
equity is when taxpayers with higher incomes should be expected to pay a
higher percentage of tax as compared with those in lower incomes.

Relevance – is the expenditure still
relevant given changes in family
composition, industry and market
composition?



Taxes are not the only source of government revenue. Governments also use non-
tax revenues, including royalties paid by companies for the extraction of resources
from public lands, profits from Crown corporations, fees paid for use of public
services, grants (such as foreign aid), investment income, fines, and voluntary
transfers to the state.

WHAT IS A TAX?
Taxes are compulsory payments made by individuals and businesses to
government treasuries to finance public services. Some taxes are directed to
specific purposes, however, and these are often called “benefit taxes.” As an
example of a benefit tax, consider the social security payments made by
individuals to fund public pensions and unemployment insurance (employment
insurance in Canada), which are made available to the whole population.
Individuals must pay the tax (and then receive the benefit as determined by law)
without choice.

Tax policy determines how a country allocates the burden of its taxes — the taxes
necessary to support government expenditure. But tax policy also deals with the
effects, short- and long-term, of the tax system on incomes and investments, the
allocation of resources, and social policies. Tax policy in Canada involves complex
considerations about the ultimate role of governments and the interplay of
responsibilities in a federal state.

Good tax policy is policy that maximizes economic well-being and reflects the views
of citizens. A tax system that reflects sound policy is generally competitive
internationally, employs tax bases that are as broad and inclusive as possible, has
relatively low tax rates, and is for the most part neutral among different types of
economic activities (and hence avoids distortions in effort, consumption, and
investment).

However, tax policy in Canada is determined not just by the somewhat complex
and occasionally contradictory arguments of economists, but also by considerations
of the practicalities of administration and harmonization in a federal state, and by
the highly pragmatic views of Canadians themselves. The setting of tax policies is
therefore not only an academic art, but also an exercise in practical democracy.
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We need to determine what works
and what doesn't. A review of the tax
system could find and provide
recommendations to eliminate
redundancies and find where
simplification can occur. With
simplicity, efficiency, and certainty
comes international competitiveness.

WHY A TAX REVIEW 
IS NEEDED?
Businesses in BC have been burdened with rising costs, limited ability to expand,
and red tape for years. The COVID-19 pandemic, which has lasting impacts to
many communities and sectors today, exacerbated these burdens.

The BC Government implemented many programs that served to alleviate some
cost pressures that were felt by businesses during the pandemic. Now, we find
ourselves buried in provincial debt, with rising inflation and an even higher cost of
living. Without spending more, we must find ways to drive down the debt, and
provide unique and innovative solutions to the skyrocketing cost of living. A
comprehensive tax review could do that.
 

Reduce rising cost of living
Drive down debt
Create economic growth
Improve international
competitiveness
Improve efficiency 

Benefits of a tax review:
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The federal level government deals with areas of law listed in the Constitution
Act, 1867 and that generally affect the whole country. The Constitution also
specified that every issue not mentioned as belonging to the provincial or
territorial governments comes under the power of the Federal Government. The
ten provinces are responsible for areas listed in the Constitution Act, 1867. The
three territories were created under federal law and have their own governments,
with responsibilities that are given to them by the Government of Canada.

Crown lands in the territories are retained by the Federal Government in the
Crown in right of Canada. This differs from the provinces, which own provincial
lands in the Crown in right of the province. In a territory, federal Parliament may
enter into provincial-type affairs. Territorial governments are not included in the
Constitutional amending formula — the way we decide if we want to change
something in the Canadian Constitution. Provinces get a vote when a change is
proposed while territories do not. The municipal levels are creations of the
provincial or territorial governments which can create, modify, or eliminate a
municipal government at will and controls exactly the powers a municipal
government is entitled to execute.

There are hundreds of municipalities in each province and territory and are
labelled in many different forms. “Upper tier” municipalities include regions,
counties, and districts and are often headed by a chair or a warden. “Lower tier”
municipalities that exist within an upper tier include cities, towns, townships, and
municipalities, and are most frequently headed by a mayor.

Across the country there are also band councils which govern First Nations
communities. These elected councils make decisions that affect their
local communities.

GOVERNMENT
RESPONSIBILITIES
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CATEGORIZE SPENDING
DETERMINE DEBT LEVELS
FIND REVENUE OPPORTUNITIES
JURISDICTIONAL REVIEW
CONDUCT PUBLIC SURVEYS
AND CONSULTATIONS

 

HOW TO COMPLETE A
TAX REVIEW?

Tax systems have become
complicated, caused by piecemeal
policy implementation, structural and
ideological changes, and politicized
budget processes. 

Many other jurisdictions have laid the
groundwork for BC to complete a tax
review. Newfoundland and Labrador
completed a comprehensive tax
review in 2018 that can be replicated
in BC.

Newfoundland & Labrador created
the Independent Tax Review
Committee (ITRC) charged with
completing a comprehensive
independent review of the tax
system, including tax expenditures.

Government established Terms of
Reference for the ITRC. The ITRC
was supported by the Economic,
Fiscal, and Statistics Branch of the
Department of Finance. Government
appointed five individuals to serve on
the ITRC. These individuals were
qualified individuals with diversified
academic and work backgrounds in
economics, taxation and financial
management. 

Government allowed the members
full autonomy to determine the best
approach.

The tax review should consult with a
broad range of stakeholders,
associations, municipalities,
industries, Indigenous communities,
and individuals. 

CREATE A COMMISSION
COMPLETE AN ANALYSIS OF
REVENUE SOURCES AND TAX
REVENUE SOURCES
DETERMINE RECENT FISCAL
CHALLENGES
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