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GOVERNMENT REVENUES IN CANADA 

INTRODUCTION 

This document presents an overview of government revenues in 
Canada. It is meant to provide answers to a number of general 
questions which Canadians may have regarding government 
revenues. These questions include: 

• How much revenue do governments in Canada collect? 

• How is that revenue divided between the federal and 
provincial governments? 

• What are the most important sources of revenue for 
governments in Canada? 

Revenues of both the federal and provincial governments are 
examined in detail, while the activities of local governments are 
also touched upon briefly. This broad scope is in recognition of 
the fact that the taxpayer in Canada is affected by the tax and 
other revenue-raising decisions of all levels of government. 

This review focuses only upon own-source revenues for each 
level of government, which do not include transfers received 
by one level of government from another. It should be noted, 
however, that in 1993-94, $28 billion, or 23 per cent of federal 
revenues will be transferred to the provinces to fund expenditures 
in the areas of health, education, and social welfare, as well as 
general provincial expenditures. (Provinces will receive a further 
$13 billion in 1993-94 from transferred federal tax points.) 
Similarly, a significant proportion of provincial revenues is 
transferred to municipalities to finance local government activities. 

Everyone is aware that government revenues have grown in 
Canada. Section 1 provides some perspective on this growth 
by comparing total government revenue levels in Canada in 
1980 and 1991 with those of other industrialized countries. This 
section also reviews changes in the division of revenues among 
the three levels of government in Canada, and, for the federal 
and provincial governments, details which revenue sources 
have grown in importance in recent years, and which ones 
have declined. 

' In each case the latest available data are used. Thus, in some instances 1991 
is the latest, for others it is 1992 and for still others it is 1993. 
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GOVERNMENT REVENUES IN CANADA 

Section 2 focuses on personal taxes, which are made up of 
personal income taxes and personal social security contributions. 
This section shows that both of these revenue sources have 
grown in importance in recent years, and answers the question 
of how Canadian governments' reliance on personal taxes 
compares with that of other countries. Section 2 also examines 
trends in the level of federal and provincial participation in the 
personal income tax field, and details how the personal income 
tax burden is distributed by income level. 

Section 3 summarizes corporate taxes in Canada. Information 
is provided on how Canada's corporate tax burden compares 
internationally and how federal corporate income taxes have 
changed over time. A sectoral distribution of federal corporate 
and capital taxes for a recent year is shown. Since provincial 
governments account for a significant share of the corporate 
tax burden, this section also contains a brief overview of some 
federal and provincial aspects of corporate taxes. 

Section 4 provides information on consumption taxes in Canada, 
including federal and provincial government revenues from . 
general sales taxes, such as the Goods and Services Tax (GST) 
and provincial retail sales taxes, as well as taxes and duties 
imposed by the two levels of government on tobacco, alcoholic 
beverages and motor fuel. The section examines how the level 
of Canadian taxes on consumption compares internationally, 
and sets out the relative shares of each of the major sources 
of federal and provincial consumption tax revenues. The section 
also includes charts providing specific data on the GST: the 
revenues from the former Federal Sales Tax (FST) and the GST 
over the past six years; the breakdown of GST revenues in the 
last fiscal year; and the make-up of the GST registrant 
population. The section concludes with three charts illustrating 
the components of the retail price of tobacco, alcoholic 
beverages and motor fuel. 

Section 5 shows the estimated revenue impact of changes in 
various basic federal tax parameters. 

Other miscellaneous tax and non-tax revenues (e.g. resource 
royalties, public pension funds, license fees, return on investment) 
are collectively important to both the federal and provincial 
governments, but are not discussed in any detail in this 
document due to the variety and individually small size of each 
revenue source in this category. 
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GOVERNMENT REVENUES IN CANADA 

How DO GOVERNMENT REVENUES LEVELS 
IN CANADA COMPARE INTERNATIONALLY? 

• To varying degrees, total government revenues 
(including federal, state/provincial, and local levels) in 
most industrialized countries have increased as a per cent 
of gross domestic product (GDP) since 1980. 

• Government revenues in Canada rose from 31.6 per cent 
of GDP in 1980 to 37.3 per cent by 1991. 

• Over this period, Canada maintained its position in the middle 
of the G-7 group of countries in terms of total government 
revenues relative to GDP. 

Chart 1 
G-7 revenues as a percentage of GDP 
1980 and 1991 
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GOVERNMENT REVENUES IN CANADA 

How ARE GOVERNMENT REVENUES 
DIVIDED IN CANADA? 

• In Canada, both federal and provincial revenues as a per cent 
of GDP increased between 1980 and 1991, while that of 
municipalities remained relatively constant (data exclude all 
cash transfers between governments). 

• Over this period, federal revenues increased at a faster pace 
than those of the provinces, rising by 3.8 percentage points of 
GDP as opposed to 1.5 percentage points for the provinces 
(but since 1991, provincial revenue growth has outpaced that 
of the federal government). 

Chart 2 

Revenues by level of gove rnment 
Selected years 1980-1991 

per cent of GDP 
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GOVERNMENT REVENUES IN CANADA 

WHERE DO FEDERAL REVENUES COME FROM? 

• Personal income tax is the most important revenue source 
for the federal government, at 48 per cent of total revenues. 

• Sales and excise taxes are the second largest revenue 
source federally, at 18 per cent of the total, followed by 
unemployment insurance premiums (14 per cent), and 
corporate income tax (7 per cent). 

• Other revenues (13 per cent of the total) include items such as 
customs import duties, return on investment (Bank of Canada 
profits, interest income, etc.), and other miscellaneous tax 
and non-tax revenues. 

Cha rt 3 
Federal revenue mix, 1992 
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WHAT CHANGES HAVE OCCURRED 
IN THE FEDERAL REVENUE MIX? 

▪ Personal income tax has been the fastest growing federal 
revenue source, increasing its share of total federal 
revenues from 40 per cent in 1980 to 48 per cent by 1992. 
(As a proportion of personal income, federal-provincial 
personal income tax grew from 16.4 per cent in 1980 to 
20.6 per cent in 1992. Further information on this is found 
on page 16.) 

• The share of federal revenue made up by sales and excise 
taxes has also grown over this period, increasing 
from 14 per cent in 1980 to 18 per cent by 1992. 

Cha rt 4 

Change in federal revenue mix 
1980- 1992 

per cent of total revenues 
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GOVERNMENT REVENUES IN CANADA 

• Due to increases in premium rates, unemployment insurance 
premiums grew from 6 per cent of federal revenues in 1980 
to 14 per cent by 1992. 

• Corporate income tax declined from its 1980 15 per cent share 
of federal revenues to 7 per cent in 1992, primarily due to the 
impact of the recession in the early 1990s on corporate profits. 
(Nevertheless, federal corporate income tax revenues as a 
proportion of corporate profits increased from 21 per cent to 
31 per cent over this same period. Further details are set out 
on page 22.) 

• Other revenues also declined significantly due to lower 
customs duties and reduced levels of return on investments. 

9 
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GOVERNMENT REVENUES IN CANADA 

WHERE DO PROVINCIAL OWN-SOURCE REVENUES 
COME FROM? 

• Like the federal government, provincial governments rely most 
upon personal income tax as a revenue source, at 33 per cent 
of their 1992 total revenues. 

• Provincial governments also rely to a significant extent on sales 
taxes, at 24 per cent of total revenues, while provincial payroll 
taxes, at 11 per cent of the total, are also important. 

• Corporate income taxes made up 3 per cent of provincial 
revenues, with the low share largely reflecting a decline in 
corporate profits during the last recession. 

• Other revenues at the provincial level include items such as 
natural resource royalties, insurance premium taxes, liquor 
board profits, and license fees. 

Chart 5 

Provincial own-source revenue mix, 1992 
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GOVERNMENT REVENUES IN CANADA 

WHAT CHANGES HAVE OCCURRED 
IN PROVINCIAL REVENUES? 

• Trends in the mix of provincial revenue sources largely 
mirror those of the federal government. 

• Between 1980 and 1992 the share of total provincial 
revenues made up by personal income taxes increased 
from 28 per cent to 33 per cent. 

• Growth in the share of sales and excise taxes was 
also strong over this period, rising from 20 per cent 
to 24 per cent of total provincial revenues. 

• Provinces also showed an increasing reliance on payroll taxes, 
made up primarily by workers' compensation premiums and 
general payroll taxes, which rose from 6 per cent of total 
revenues in 1980 to 11 per cent by 1992. 

• Provincial reliance on corporate income taxes was lower 
in 1992 relative to 1980, mainly because of lower corporate 
profits, while the share of other revenues declined primarily 
because of the falling share of resource royalties and taxes 
and liquor board profits. 

Chart 6 
Change in provincial revenue mix 
1980- 1992 

per cent of total revenues 
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Source: Depa rtment of Finance. 
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GOVERNMENT REVENUES IN CANADA 

HOW DO PERSONAL TAX LEVELS IN CANADA 
COMPARE INTERNATIONALLY? 

• Different countries have different mixes of personal income tax 
and social security contributions in the personal tax burden, 
so it is necessary to include both revenue sources in 
international comparisons. 

• Including both personal income taxes and personal social 
security contributions (primarily unemployment insurance 
and Canada Pension Plan contributions), the direct personal 
tax burden in Canada, at 17.2 per cent of GDP, is higher than 
in all other G-7 countries except Germany (17.3 per cent). 

• Personal income taxes make up the largest portion of the 
Canadian direct personal tax burden, at 15.3 per cent of 
GDP, with other countries relying more on social security 
contributions. 

Chart 7 

G-7 personal tax as a per cent of GDP in 1991 
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GOVERNMENT REVENUES IN CANADA 

WHAT CHANGES HAVE OCCURRED 
IN THE PERSONAL TAX BURDEN? 

• As a per cent of personal income, federal-provincial personal 
income tax grew from 16.4 per cent in 1980 to 20.6 per cent 
by 1992. 

• Moreover, direct personal social security contributions, 
made up primarily of employee unemployment insurance 
and Canada pension plan contributions, increased from 
1.8 per cent of personal income in 1980 to 2.7 per cent in 
1992 (total social security contributions, including the 
employers' share, grew from 5.0 per cent to 8.5 per cent of 
personal income over this period). 

• In combination with personal income taxes, the overall direct 
personal tax burden grew from 18.2 per cent of personal 
income in 1980 to 23.3 per cent in 1992. 

Chart 8 
Direct personal taxes as a per cent of personal income, 1980-1992 
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GOVERNMENT REVENUES IN CANADA 

How IS THE PERSONAL INCOME TAX 
FIELD DIVIDED? 

While there is no formal agreement on dividing personal 
income tax revenues, federal and provincial shares of this 
tax have been fairly stable from 1980 to 1992, remaining at 
roughly 60 per cent and 40 per cent of the total, respectively. 

Chart 9 

Share of personal income tax revenues, 1980-1992 
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GOVERNMENT REVENUES IN CANADA 

WHO PAYS PERSONAL INCOME TAX IN CANADA? 

• While direct personal tax burdens are relatively high in 
Canada, tax liability is distributed progressively based upon 
ability to pay. 

• This ensures that high income individuals pay a high proportion 
of the total tax burden relative to both their share of population 
and total income. 

• Table 1 shows that taxfilers with under $25,000 annual income 
make up 62 per cent of the population and report 27 per cent 
of total assessed income, but pay only 11 per cent of all 
personal income tax. 

• Filers with over $100,000 annual income, at 1 per cent of the 
population and reporting 10 per cent of assessed income, 
pay 18 per cent of all personal income taxes. 

• In 1991, there were about 19 million taxfilers, of whom 
13.7 million were required to pay income tax and 5.3 million 
individuals were non-taxable. 

Table 1 
Distribution of federal and provincial personal 
income tax burden 1991 

Total 	 Share of 	 Share of 	Share of 
income 	 taxfilers 	total income 	total tax 

Source: Department of Finance 
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GOVERNMENT REVENUES IN CANADA 

How DO CANADA'S CORPORATE TAXES 
COMPARE INTERNATIONALLY? 

• The ratio of corporate tax revenues to GDP in Canada is 
similar to that in the U.S. but is below the G-7 average. One 
of the key reasons for this is the low level of corporate social 
security contributions as a percentage of GDP in Canada as 
compared with other G-7 countries. 

• The chart below includes taxes on income, capital, payroll and 
social security contributions. It does not include property 
taxes because of difficulties in isolating the taxes paid 
by corporations in other countries from the portion that 
is paid by individuals. 

Chart 10 
Federal and provincial corporate taxes as a percentage of GDP, 1991 1  

per cent of GDP 
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'Corporate taxes includes corporate income taxes, capital taxes, payroll taxes 
and employer social security contributions. 

Source: OECD. 
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How HAS THE FEDERAL CORPORATE 
INCOME TAX BURDEN CHANGED OVER TIME? 

• The chart  below shows the federal corporate income tax 
burden as a percentage of corporate profits. For the purposes 
of this figure, federal corporate income taxes also includes 
federal capital taxes. It does not include other federal 
corporate taxes or any provincial corporate taxes. 

• This indicates that the ratio of corporate income taxes 
to corporate profits has been increasing. 

Chart 11 

Federal corporate income taxes as a percentage of profits 
Selected years, 1980-1991 
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GOVERNMENT REVENUES IN CANADA 

How IS THE FEDERAL CORPORATE INCOME TAX 
BURDEN DISTRIBUTED ACROSS INDUSTRIES? 

• The  chart below shows the distribution of federal corporate 
income and capital taxes by sector. In 1990, these taxes 
amounted to $11.6 billion. 

• Manufacturing is the largest corporate sector of the Canadian 
economy and is responsible for the biggest share of federal 
corporate taxes. Other large sectors such as trade, financial, 
utilities, and real estate also contribute a significant share of 
corporate taxes. 

Chart 12 
Sectoral distribution of federal corporate income tax burden,1990 
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GOVERNMENT REVENUES IN CANADA 

WHAT IS THE FEDERAL AND PROVINCIAL SHARE 
OF THE CORPORATE TAX BURDEN? 

• Corporations pay many different types of taxes such as 
income taxes, capital taxes, payroll taxes and property taxes. 

• In 1992, the share of corporate taxes for all provinces 
taken together was 61 per cent while the federal share 
was 39 per cent. These figures will vary across individual 
provinces. 

Chart 13 

Distribution of federal and provincial 
share of the corporate tax burden, 1992 

Provincial and 	 Federal 
municipal ($25.7 B) 	 ($16.5 B) 

(61%) 	 (39%) 

Source: Depa rtment of Finance. 
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GOVERNMENT REVENUES IN CANADA 

How HAS THE SHARE OF CORPORATE 
TAXES BETWEEN FEDERAL AND PROVINCIAL 
GOVERNMENTS BEEN CHANGING OVER TIME? 

• The provincial share of corporate taxes has been increasing 
over the last decade. 

• For the provinces as a whole, both the federal and provincial 
shares were about equal in 1980. 

• By 1992, however, the provincial share had increased 
to 61 per cent while the federal share had dropped to 
39 per cent. These figures will vary across individual provinces. 

Chart 14 

Federal and provincial share of corporate tax burden, 

1980-1992 
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GOVERNMENT REVENUES IN CANADA 

How DO CANADA'S CONSUMPTION TAXES 
COMPARE INTERNATIONALLY? 

▪ Taxes on consumption levied by both the federal and 
provincial governments in 1991 amounted to $49.3 billion, 
or 7.3 per cent of GDP. 

• Federal consumption taxes consist mainly of GST revenues 
(net of the low income credit), and excise taxes on motor fuel, 
tobacco products and alcoholic beverages. 

• Provincial consumption taxes consist mainly of retail sales 
taxes, and provincial taxes on motive fuel and tobacco 
products. 

▪ Among G-7 countries, Canada ranked third lowest. 

Chart 15 

Consumption taxes in G-7 countries 

as a per cent of GDP - 1991 
12 	  

Source: OECD, Revenue Statistics of OECD Member Countries: 1965 - 1992. 
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GOVERNMENT REVENUES IN CANADA 

FEDERAL/PROVINCIAL SHARE OF CONSUMPTION 
TAXES, 1992-93 
• The federal government accounts for 44.8 per cent of total 

consumption taxes in Canada. Net  GST revenues account 
for about two-thirds of federal consumption taxes. 

• Provincial governments account for 55.2 per cent of total 
consumption taxes. For all provinces together, retail sales taxes 
account for about two-thirds of provincial consumption taxes. 
There is, of course, much variation across provinces. 

• The cha rt  below refers only to consumption taxes. Hence, 
liquor board profits are not included in the provincial share. 

Chart 16 

Federal/provincial share of consumption taxes, 1992-93 

Sources: Statistics Canada; Department of Finance. 
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How MUCH SALES TAX IS COLLECTED BY THE 
FEDERAL GOVERNMENT? 

• Effective January 1991, the Federal Sales Tax (FST) was 
replaced by the Goods and Services Tax (GST). Hence, 
in the chart  below, the total for the 1990-91 fiscal year is 
comprised of both FST and GST revenues. 

• The rapid increase in FST revenues from 1987-88 through 
1989-90 was the result of increases in the FST rate, the 
expansion of the tax base (e.g., to include telecommunication 
services) and strong growth in the economy throughout 
the period. 

• The downturn in the economy in the early 1990s had a 
significant negative impact on sales tax revenues, as illustrated 
in the chart below. 

Chart 17 

Net FST/GST revenues — 1987-88 to 1992-93 

billions of dollars 

20 	  

1987-88 	1988-89 1989-90 1990-91 1991-92 1992-93 

Notes: FST revenues shown above are net of the refundable sales tax credit 
($1.0 billion for 1990); GST revenues are net of rebates and the GST low income credit 
($2.3 billion for 1991-92). In addition, the total for 1991-92 is net of the transitional credit 
for small businesses, which amounted to about $900 million. 

The above chart does not reflect the FST inventory rebate, which, in aggregate, amounted 
to about $2.7 billion for 1990-91 and 1991-92. 

Sources: Receiver General for Canada, Public Accounts of Canada; Statistics Canada, 
Taxation Statistics; and Department of Finance estimates. 
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GOVERNMENT REVENUES IN CANADA 

WHAT ARE THE COMPONENTS OF GST REVENUES? 

k• The following chart explains how the net GST revenues for 
1992-93, $14.9 billion, were derived. 

Chart 18 

Note  The above amounts do not take into consideration Revenue Canada's administration 
costs for the GST which were approximately $400 million in 1992-93. 

Source: Department of Finance, Fiscal Monitor. 
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HOW MANY BUSINESSES ARE REGISTERED 
FOR THE GST? 
al Of the nearly two million GST registrants, the vast majority 

are small businesses — over 90 per cent have sales revenues 
under $500,000, the eligibility threshold for annual filing for 
registrants. In addition, these businesses are eligible for the 
simplified method of claiming input tax credits. 

• Over 80 per cent of registrants have revenues under 
$200,000, the threshold for Quick Method of accounting 
for the GST. Under this method, businesses can calculate 
their GST remittances by multiplying their total sales by a 
fixed percentage. 

Table 2 
GST registrant population: distribution by size 

Annual sales 	 % of 	total 

Less than $200K 	 81 

$200K-$500K 	 10 

$500K-$2M 	 6 

$2M-$6M 

$6M and over 

Total 	 100.0 

Total registrant population: 1,933,221. 
Source: Revenue Canada (as of October, 1993). 
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GOVERNMENT REVENUES IN CANADA 

WHAT IS INCLUDED IN THE RETAIL PRICE 
OF GASOLINE? 

• The retail price of a litre of gasoline consists of the 
following components: 

• refining and marketing costs and margins (wholesale 
and retail); 

• provincial taxes; 

• federal taxes; and 

• the crude cost of the gasoline. 

Cha rt 19 
The price components of gasoline 

Retail price: 54.50 per litre 

14.60 27% — Refining & marketing costs & margins 

26% — Provincial taxes 

22% — Federal taxes 

25% — Crude cost 

Note: The price structure is based on a Canadian average of self-serve pump prices for 
regular unleaded gasoline observed for a sample of major Canadian cities in October 1993. 
The relative share of each component may vary by province. 

Source: Natural Resources Canada, Petroleum Product Market Report, October 1993. 
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GOVERNMENT REVENUES IN CANADA 

WHAT IS INCLUDED IN THE RETAIL PRICE 
OF ALCOHOLIC BEVERAGES? 

• For spirits: 59 per cent of the retail price consists of 
provincial markups and taxes; 22 per cent consists of 
federal excises and the GST; and 19 per cent consists 
of manufacturers' prices. 

• For beer: 32 per cent of the retail price consists of provincial 
markups, sales and product taxes; 15 per cent consists of 
federal excises and the GST; and 53 per cent consists of 
manufacturing and private distribution costs and margins. 

• For wine: 52 per cent of the retail price consists of 
provincial markups and taxes; 13 per cent consists 
of federal excises and the GST; and 35 per cent consists 
of manufacturers' prices. 

Chart 20 
The price components of alcoholic beverages 
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Notes: Price structures for spirits and beer are Canadian averages observed at the beginning 
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beginning of 1993. 

Source: Department of Finance estimates. 
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GOVERNMENT REVENUES IN CANADA 

WHAT IS INCLUDED IN THE RETAIL PRICE 
OF TOBACCO? 

• The retail price of a carton of cigarettes consists of the 
following components: 

• provincial sales and product taxes (36 per cent); 

• federal excises and the GST (39 per cent); and 

• manufacturing and distribution costs/margins (25 per cent). 

Cha rt 21 

The price components of cigarettes 

Retail price: $48.50 

36% - Provincial taxes 

39% - Federal taxes 

25% - Manufacturing & 
distribution 

Carton of 200 cigarettes 

Notes: Provincial taxes consist of provincial tobacco taxes and retail sales taxes. 
Federal taxes consist of excise levies, imposed on the manufacturer, and the GST. 

The price structure is a Canadian average for October 1993. The relative share 
of individual components may vary by province. 

Source: Department of Finance estimates. 
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GOVERNMENT REVENUES IN CANADA 

How MUCH DUTY FROM IMPORTS 
DOES CANADA COLLECT? 

• In 1992-93 Canada collected $3.8 billion in customs import 
duties, accounting for 3.1 per cent of total federal government 
revenues. 

• Customs duties peaked in 1989-90 at $4.6 billion. 

• Trade agreements have led to a decrease in customs duties as 
a percentage of imports (effective duty rate); nevertheless, an 
overall increase in imports to over $150 billion in 1992-93 
moderated the decline in net custom duty revenues. 

Chart 22 
Customs import duties 

millions of dollars 	 per cent 

5000 	 ----- Import duties (left scale) 
	  5 

Effective duty rate (right scale) 

I 

198 16-87 1988-89 	199 '0-91 

Source: Receiver General for Canada, Public Accounts of Canada. 
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Annex 





GOVERNMENT REVENUES IN CANADA 

FEDERAL REVENUE SENSITIVITIES OF SELECTED 
TAX PARAMETERS, 1993 
• The table on the nœd page shows the estimated revenue 

impact of changes in various basic tax parameters. The 
revenue forgone from other income tax provisions is detailed 
in the publication Government of Canada Personal and 
Corporate Income Tax Expenditures, December 1993. 

• The estimates are based on the 1993 structure of taxes and 
on projected 1993 incomes. 

• The estimates are accurate only for the small changes shown. 
The effects of larger changes may not be proportional. 
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GOVERNIVIENT REVENUES IN CANADA 

Federal revenue  sensitivities, selected tax parameters, 1993  

(millions 
of dollars) 

Personal income tax 
Federal surtax (per percentage point) 

On total basic federal tax (rate: 3%) 
On basic federal tax above $12,500 (rate:5%) 

Change in marginal tax rates 

1 percentage point increase in each rate 	 3,085 
Lowest rate (17%) 	 1,930 
Middle rate (26%) 	 775 
High rate (29%) 	 385 

$10 change in selected credits 

Basic personal credit ($1,098) 	 150 
Married and equivalent-to-married credit ($915) 	 25 
Age credit ($592) 	 20 

Modifications to refundable credits 

Child tax benefits 
$10 change in credit ($1,020) 	 60 
$1,000 change in threshold 	 85 
1% change in reduction rate 

(2.5% 1 child; 5.0% 2+ children) 	 405 

Refundable GST credit 
$10 change in credit 
- Adult amount ($199) 	 120 
- Child amount ($105) 	 25 
$1,000 change in threshold 	 90 
1% change in reduction rate (5%) 	 95 

Corporate tax 

One percentage point change in rates 
General rate (28%) 	 425 
Manufacturing and processing rate (22%) 	 110 
Small business rate (12%) 	 120 

Per 0.025% on large corporations tax (0.2%) 	 150 
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