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How can taxation best support growth?

1.General corporate tax cuts?

2.Targeted tax cuts for business?

3.Neither of the above?



Taxes -> Revenues for Public Spending -> Growth 



Corporate tax cuts failed to boost investment
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Combined federal-provincial corporate tax rates and business 
investment in machinery and equipment

Business investment in machinery & equipment/ GDP (right axis)

Combined Fed-Prov corporate income tax rate (left axis)

Sources: OECD tax database and Statistics Canada Cansim table  380-0064.



Larger cuts in broader corporate tax measures
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Canada Marginal Effective Tax Rate on Capital (METR) and 
Business investment in machinery and equipment

Business investment in machinery & equipment/ GDP (right axis)

Canada Marginal Effective Tax Rate on Capital (METR)

G7 METR weighted

Sources: Statistics Canada Cansim table  380-0064; Bazel, Mintz and Thompson, 2017 Tax Competitiveness 

Report; Chen and Mintz Federal/provincial Combined  METRs on capital 1997-2006, 2010.



Large shift in taxation from businesses to households
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Sources: Finance Canada Fiscal Reference Tables, Statistics Canada Historical Statistics of Canada, H1-18.

Personal income taxes Corporate income taxes



Record corporate surpluses-and household deficits
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Source: Statistics Canada Financial Flow Account Cansim Table 378-0119  

Net Borrowing and Lending of Household and Corporate Sectors

Households Corporations



Canada competitive on business costs and taxes

•KPMG Competitive Alternatives 2016, Canada 

had lowest total tax costs for business.

•PwC/World Bank Paying Taxes 2018, Canada 

has lowest business tax, contribution and 

compliance costs of G7.


