
be the equalization level, I.n the period of the expirfag agree.
ment, natural resource revenues were not admitted ta the calcul.ation,
and th.e De g2àavera8ge eof the two provinces with the highest
pàr capîta yields of' standard taxes (persanal. incoine tax, corporate
incarne tax, and estate taxes)-was the level ta whïch the selected
provincial tax yields were equ.aiized. Any level could be adopted,
and any taxes inciuded in the formula. The important feature ia
th.e measu.ring of the' erc2t det'iciency in each politîcal area,
and the payxuent of' a lent based on this defioiency. In the
Canadian f ederal-provineial fiscal arrangements, ne explJicit pro-
vision is-made f'or the reduotion eof other federal grants ta those
provinces having fiscal oapacity greater than the seieeted level,

In addition ta the equalization grants described briefly
above the, flederal governinent pays special subsidies ta the
Canadian Atlantic Provinces of' Newt'oundland, Nova Scotia New
Bru.nswick and Prince Edward Island in recognition of' the{r lower
level of eoonomic development and prosperity when compared with
the rest eof Canada,. Ilaving a lower level of' econornie activity
Means that the burden of' providing essential public services at
a necessary and acceptable level rests more heavily on the citizens
Of' these provinces than those of' the rest eof Canada, If it were
Ilot for additional subsidies some essentiel services probably
would have ta be curtailed. In order te help avoid this, the
Atlantic Provinces Adju.stment Grants were instîtu.ted in the 1958/59
-fisùal year. They are a devioe whioh, when ooupied wIth equ.aliza.
tien grants, f unneis a greater Der capita share of' any given anieunt
Of tederal transf or payments to the relatively poorer provinces.

The Atlantic Provinces Adjustment Grants originally were
based on a formula tb.at attempted ta measure the fiscal need eof In-
dividuaî provinces relative te the average level of' personal prospe-
r'itY In Canada, In this formula the ratio that the total revenues
fr~on' provincial and dependent lower levels eof governinents (municipal
90Ternments), for ail etf Canada bear te Canadien personal inceme
'ýE8 calouiated and applied te the ainount by which ea-h provinoets
Zý-r apita personal income f ails short of' 85% eof Canadian. ~pe a
DiBr8osJncnome, and the resuit multiplied by the provin.-cef-ý. 5iiàIa
tI0Oi. That la: Previnoe's Grant - tôtal revenue trom Provincial

10alsorcsnationa pesna nC orne

X j(.85 x national per iaJt personal In-oome) pro-vinoe's
Lqer capita personai incemef x population et' the province

's sheme relates grants te an estimate et' average fiscal oapaoity
tb. te nation as.measured, by a percentage, et' cêp persenal

A f ew observations should be made In regard te tËis formula*
~ pesoni icom pe Qaita is net the only measure et' taxable

OUpaiy, In some instances personal income per 1'amily head, or

eePerson of' working age, or per worker oould ireil be used instead.
0 &iCactlat ion that iras originall.y made iras based on the inore

deiciency par person ot' working ago (15-69 years). Second, the
cl'e f national income par person used (in this case 85%) U8Yp Of

thr0 be any proportion depending on the objective in mmin s
OMU1a, The 85% level wqs adopted to ensure the porsonai Iccii.

er'lenYtrom the national average was pronounoed and not ].ikely
to be~; evromThrIf it is the desire, as it ls mn Canada,

totoi hase gr&nts to ausist provinces havinlg a qbXreuio fiscal and

86V O d1sabilit7, averagos of revenus and personai incomes foi,

eYe8P8 oan bemusi, 71v. yaar averqoes for these qu&ntities
e*ee i O8dI anada. This haa the adat feo givin the areas with

rDfl.l'tOlt lnequalities the greatt aidb inuimizing temporary


