
TAXATION AND WOMEN'S SERVICES

The financing of public services in Canada is a matter of joint federal and 
provincial jurisdiction, most government revenues are raised through 
taxation and some are redistributed through the taxation system.
For this reason it is appropriate for groups concerned with the delivery of 
services to women to acquire a basic understanding of Canadian tax 
structure.

The British North America Act (1867) empowered the federal government 
to raise revenue "by any Mode or System of Taxation" (s. 91 (3) ) it should 
choose, and, in particular, the exclusive right to impose customs duties. 
Provincial governments were given powers of "direct taxation within the 
province" (s. 92 (2) ), powers which permitted them to tax persons, 
incomes, and property within their boundaries. Because direct taxes were 
uncommon in the 19th century, the provinces were also entitled to 
supplement their tax revenues with grants from the federal government.

I n  t h e  e a r l y  y e a r s  o f  C o n f e d e r a t i o n ,  m o r e  t h a n  h a l f  o f  p r o v i n c i a l

g o v e r n m e n t  e x p e n d i t u r e s  w e r e  fi n a n c e d  t h r o u g h  f e d e r a l  g r a n t s .  T h i s

r e l i a n c e  o n  f e d e r a l  m o n e y  d e c r e a s e d  o v e r  t h e  y e a r s ,  h o w e v e r,  a s  t h e

p r o v i n c e s  b e g a n  t o  e n t e r  t h e  t a x  fi e l d s ,  t o  w h i c h  t h e y  w e r e  c o n s t i t u t i o n a l l y

e n t i t l e d .  P e r s o n a l  i n c o m e  t a x ,  c o r p o r a t e  i n c o m e  t a x  a n d  s u c c e s s i o n

d u t i e s  w e r e  i n t r o d u c e d  p r o v i n c i a l l y  t o w a r d s  t h e  e n d  o f  t h e  1 9 t h  c e n t u r y,

a n d  i n  t h e  2 0 t h  c e n t u r y  t h e  p r o v i n c e s  m o v e d  t o  t a x  g o v e r n m e n t  m o n o p o l i e s

s u c h  a s  g a s o l i n e  a n d  a l c o h o l ;  t o  a c q u i r e  r e v e n u e s  f r o m  m i n e r a l  r i g h t s ;

a n d  t o  i m p o s e  r e t a i l  s a l e s  t a x e s ~

T h e  f e d e r a l  g o v e r n m e n t  b e g a n  t o  t a x  i n c o m e  d u r i n g  Wo r l d  Wa r  I  t o  fi n a n c e

i t s  m i l i t a r y  e x p e n d i t u r e s ,  c r e a t i n g  f o r  t h e  fi r s t  t i m e  a  s i t u a t i o n  w h e r e

b o t h  l e v e l s  o f  g o v e r n m e n t  s h a r e d  o c c u p a n c y  o f  t h e  p e r s o n a l  a n d  c o r p o r a t e

i n c o m e  t a x  fi e l d s .  W h e n  C a n a d a  e n t e r e d  W o r l d  Wa r  I f ,  t h e  p r o v i n c e s



w i t h d r e w  e n t i r e l y  f r o m  t h e s e  i n c o m e  t a x  fi e l d s  i n  e x c h a n g e  f o r  fi n a n c i a l

c o m p e n s a t i o n  i n  t h e  f o r m  o f  r e n t a l  p a y m e n t s .  A f t e r  t h e  w a r ,  t h e s e

a g r e e m e n t s  w e r e  r e n e w e d  b e t w e e n  t h e  f e d e r a l  g o v e r n m e n t  a n d  a l l  p r o v i n c e s

e x c e p t  Q u e b e c  a n d  O n t a r i o ,  a n d  t h e y  c o n t i n u e d ,  w i t h  s o m e  m o d i fi c a t i o n ,

u n t i l  t h e  e a r l y  1 9 6 0 ' s .

In 1962, the first of a series of tax Collection agreements were signed 
between the provinces and the federal government° These 
agreements stipulated that the federal government would collect 
provincial taxes free of charge, on the understanding that the 
provinces would accept the federal definition of the tax base, i.e. what 
is taxable. The accord recognized the need for adjustment in the 
distribution of revenues between the two orders of government and 
included provisions for a reduction of federal tax rates to permit the 
provinces to level additional taxes from the same tax base. The 
arrangement was designed to provide tax room for the provinces so 
they could increase their revenues without raising : the overall level of 
taxation in the country. The reductions, known until 1972 as tax 
abatements, are measured in tax points. A reduction of one tax point 
of 'personal' income tax is a reduction of one per cent of the federal 
basic tax on the income of individuals; a 'corporate' tax point is a 
single percentage point of the taxable income of corporations.



Composition of Envelopes by Type of Payment

Energy

Economic
development

Social
affairs

Justice
and legal

Fiscal

[
arrangements

External affairs

Defence

Parliament N ,

Services to
government

Public
debt

Transfer payments
Public Debt
Payments to Crown corporations

Operating and capital expenditures

S o u r c e :  G o v e r n m e n t  o f  C a n a d a
1 9 8 3 - 8 4  E s t i m a t e s ,  P a r t  I

T h e  r e v e n u e s  r a i s e d  t h r o u g h

f e d e r a l  a n d  p r o v i n c i a l

t a x e s  a r e ,  o f  c o u r s e ,  u s e d

t o  fi n a n c e  g o v e r n m e n t

p r o g r a m s  a n d  s e r v i c e s  w i t h i n

t h e  j u r i s d i c t i o n  o f  e a c h

l e v e l  o f  g o v e r n m e n t .

S u b s t a n t i a l  a m o u n t s  o f

f e d e r a l  t a x  m o n e y ,  h o w e v e r ,

a r e  a l s o  t r a n s f e r r e d  t o

p r o v i n c i a l  g o v e r n m e n t s  o r

d i r e c t l y  t o  i n d i v i d u a l s .

F o r  e x a m p l e ,  t h e  1 9 8 3 - 8 4

M a i n  E s t i m a t e s  o f  t h e  f e d e r a l

g o v e r n m e n t  p r o v i d e  f o r

t r a n s f e r s  t o  o t h e r  l e v e l s  o f

g o v e r n m e n t  a n d  i n d i v i d u a l s

i n  t h e  a m o u n t  o f  $ 4 2 , 6 0 8

m i l l i o n  o r  4 9 . 5 %  o f  t o t a l

f e d e r a l  e x p e n d i t u r e s .



The largest single area of federal transfers and the area of greatest 
importance to women's organizations is to be found in the federal 
'Social Affairs' envelope°. This envelope is the source of funds for 
the range of federal departments concerned with social, medical, 
employment, education, training, housing, and cultural matters. 
'Social Affairs' transfers to individuals take the form of Family 
Allowance payments, Unemployment insurance benefits, Old Age 
Security payments, Guaranteed Security payments/ Guaranteed 
Income Supplement, etc. Transfers to provincial governments are 
mostly spent in areas of provincial jurisdiction, primarily for health, 
education, social services and welfare assistance. Most of these 
monies pass to the provinces through CAP (the Canada Assistance 
Plan Act, 1966) and EPF (Federal-Provincial Fiscal Arrangements 
and Established Programs Financing Act, 1977)o Federal payments 
through CAP are cash payments. Under EPF, however, the federal 
contribution takes the form of cash payments and tax transfers 
(13.5 personal tax points and l corporate tax point.

'Social Affairs' transfers represent the largest single federal contribution 
to provincial governments, but substantial transfers also take place in 
the form of unconditional equalization payments whose purpose it is to 
ensure that the provinces are able to "provide reasonably comparable 
levels of public services at reasonably comparable levels of taxation 
(Constitution Act, 1981, So 38 (1) )." In addition, sizeable portions of 
federal revenues pass to the provinces through the Energy and 
Economic Development envelopes; smaller amounts are transferred 
through the Justice and Legal envelope, In general, these transfers 
take the form of cash payment rather ~han tax transfers.

Tax transfers enter the fiscal picture again as a mechanism for facilitating the 'opting out' provisions of federal-provincial agreements. When Quebec



c o n t r a c t e d  o u t  o f  C A P  a n d  h o s p i t a l  i n s u r a n c e  a g r e e m e n t s  i n  1 9 6 5 ,  f o r

e x a m p l e ,  t h e  f e d e r a l  g o v e r n m e n t  t r a n s f e r r e d  1 8  t a x  p o i n t s  t o  t h e  p r o v i n c e .

T h e  p r o v i n c e  r e l i n q u i s h e d  i t s  r i g h t  t o  f e d e r a l  h e a l t h  g r a n t s ,  t e c h n i c a l

t r a i n i n g  p a y m e n t s  a n d  y o u t h  a l l o w a n c e s  t h e  s a m e  y e a r  i n  e x c h a n g e  f o r

5  a d d i t i o n a l  t a x  p o i n t s .

R e v e n u e s  w h i c h  fi n a n c e  p u b l i c  s e r v i c e s  i n  C a n a d a ,  t h e r e f o r e ,  a r e  r a i s e d

p r i m a r i l y  t h r o u g h  t a x e s .     E a c h  l e v e l  o f  g o v e r n m e n t  o c c u p i e s  s p e c i fi c

t a x  fi e l d s  b u t  b o t h  f e d e r a l  a n d  p r o v i n c i a l  g o v e r n m e n t s  o c c u p y  p e r s o n a l

a n d  c o r p o r a t e  i n c o m e  t a x  fi e l d s .  T h e  f e d e r a l  g o v e r n m e n t  h a s  t r a n s f e r r e d

r e v e n u e s  t o  t h e  p r o v i n c e s  s i n c e  C o n f e d e r a t i o n  a n d  t h e  p e r i o d  s i n c e

W o r l d  W a r  I  h a s  b e e n  m a r k e d  b y  a n  e b b  a n d  fl o w  o f  t a x  p o i n t s  b e t w e e n

t h e  t w o  o r d e r s  o f  g o v e r n m e n t .  Ta x a t i o n  a g r e e m e n t s  a n d  fi s c a l

a r r a n g e m e n t s  t e n d  t o  b e  r e v i s e d  w i t h  s o m e  r e g u l a r i t y  a n d  m a y  r e p r e s e n t

a n  a r e a  o f  l e v e r a g e  f o r  g r o u p s  c o n c e r n e d  w i t h  t h e  d e l i v e r y  o f  s e r v i c e s

t o  w o m e n .
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