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As far as marginal tax rates arc concerncd. there is ne
benefit te low and rniddle-incorne carniers. With partial
indexing there is a net loss. With capping of Farnils Alloxv
ances, again a net loss; capping of old age pensions, again a net
loss; reduced services under the Canada Assistance Act, a net
loss for those in greatesi necd. De facto wage restraint in the
private sector is already down by 30 to 50 per cent f'or hun-
dreds of thousands of Canadians because, as 1 said earlier,
they are on unemrplovmient insurance. well'are or not looking
for work at this time.

Wage restraints in the publie sector are bcing held te six and
five, as they are for many in the private seetor. Because of'
partial deindexing of personal ineore ta'.. as v.ages are hcld
down, their income taxes for ncxt year xxill go up.

1 would like briefly at this time te put forward sonie cf mx
Party's views on what xxe think v.ould be an cquitable ta'.
system. 1 would be remniss at this stage if 1 did not include this
in my remarks.

First, the tax system should bc fairly based on the ability te
pay. Ability te pay is the crnerstone cf anx progressive ta'.
systern. Second, ail types of incomne should bc treated equalîx
for people earning the sanie lcvcl cf' incomie. ILet us look at
some recent tax developmcints. that is, before the 1981 -82
budgets.

Sinice the 1 960s the tax systemn bas becemie more unevcn.
less comprehensive. C hanges in the carIs 1 9 7 0s breuglit nexx
ta'. advantages te the corporate secter. Business taxes hav e
assumned a declining proportion ot federal resvenue since the
end cf the Korcn xvar. Thc> pcakcd wix tir e imposition of a
ta'. on excess profits in ]950. At that time corperate taxes
ccmipriscd 23 pcr cent cf lederal revenue, but bx 19)79 iliat
amounit had dropped te 10.3 per cent. The deeline in the
importance cf corporate taxes corresponds directîx te an
increased reliance on personal incomne ta'. rev enue. Sirice 195
three-quarters cf' the grcwth in fedieral revenues have been as a
result of inereases in persenal ineemie ta'.. Thirtx \ears age
personal inceme tax contributed 20 per cent cf' federal revenue.
By 1979, the figure was 37 per cent. Indixiduaix pieked up an
additional 20 per cent in sales and excise taxes. The last thrc
decades, Mr. Speaker, have aiso seen the advent of' a nev.
series of levies, payroll taxes, special charges te cover the eest
cf unemployment insurance, Canada Pension Plan. and in
some Provinces even Medicare premniurns. These lexies niov
accounit for 6 per cent cf v. ages. The emiploxers' contribution
te those prcgramns ix generalîx ccnsidered forgene v.ages.
although it is not apparent oii the pay slip.

*(2050)

Taxes on wealth hav e assumied a declining role in the raising
of' revenues. In 1971 the federal estate ta'. vas abolished.
whieh led tc the dismiantling in mext Proxines, v.ith the
exception cf Quebee. of stuccession duties. le 1971 alone. the
federal Treasury lest S4.5 billion, wxhich xxcouid have otherv.Nise
been collected frein our xvealthicst citizens through estate
taxes and succession duties. These changes left Canada .ith
the dubieus honour cf hiaxing the lowest rate of ta'. on v.ealth
n the industrialized v.erld. Our rate cf ta'. on v.ealth in
Canada is .07 per cent of' the GNP. Even in the U nited States

tl ix .42 per cent of the GNP, and in Switzerland a miueh more
realistic 1.0)2 per cent. Most taxes on wcalth in Canada are
les îed in the formi cf prcperty taxes, a relatively unpregrcssive

ley evng only 2 per cent ccolected frem death taxes.
lThe federal Gevernment aise gains revenue from cemmodity

taxes. These are usually applied on goods whose demand does
net fluetuate xvith price changes, such as tebacce, alcohol and
gasoline. It seems that the Gcvernmcnt anticipates raising
greater proportions of' its revenue in future through substan-
tiailv inereasini, ene rgy excise taxes. Probably the most
signilficant deveiopments in thic ta'. structure during the last
decade have occurred thrcugh the expansion cf the tax expen-
diture sxstemn. Threugh tax expenditures the Government
encourages certain activities by giving preferential treatment
te certain types of ineome. thus giving up taxes it wcuid have
normiaux eellected.

ln the exîsting Inceme Tax Act there are ever 100 provisions
f'or preferentiai treatmcnt of' income, ineluding deferrals,
deductions, exemptions, credits, exclusions and special rates.
in 1979 the total ta'. expenditures v.ere wcrth $30 billion. By
1980 they had rîsen te $39 billion or 60 per cent of direct
expenditures. Thexe deveiepments occurred in direct opposi-
tien te tIse reccmimendat icns cf the Carter Commission.
Betv.een 1976 and 1980 direct expenditure by the federai
(ioernment inereascd 30.4 per cent. whereas the value cf tax
expenditure grev. 42 per cent.

\Vhat shetîld a ta'. xxstemT accmnplish, Mr. Speaker" I
xx uld like te suggest, I irst cf ail, that it should raise sufficient
rexvenue te cover Goverrement expenditure. ineluding the
incrcased revenue needx et a more aetivist Government.
Second. these rexvenues shculd be raised fairly. adhering te the
prîneiple cf abilits. that is those v.ith the largest income should
have the highest rate cf ta'.. This principle should be applicd te
bcthi corperate and personal income taxes. Third, there sheuld
bc a primarv relianee on ineome taxes, both cerperate and
personal, to raîse Gcverniment revenue. Ineome taxes can be
the miost progressive. hence the Government should reduce its
reliance on eommnodity taxes and miove toward the elimination
cf' payroli taxes. funding these frugal pregrams through
gener.îl revenue. Eourth, the ta'. xystem should bc comprehen-
sixe. The existing structure cf' ta'. expendîtures should bc
redueed and the e'.ixting goals ef' the system shculd be aecm-
plished te a greater extent by direct spendîng. The ta'. expen-
ditures that remiain should, to a greater extent. take the ferm
of refundable ta'. credit or direct grants. Fifth, the system
shculd aet te redîstribute wealth. 1 think this is very important
n anx forv.,îrd- lookîing, sociaul lycnscieus Government. that

the ta'. systemi ix reaily the major vehicle for redistributing
xvealth in the nation.

Over the last 30 years the eeinbination of increased social
seeurîtx spending. and a suppcxcdiy progressive ineome ta'.,
have donc ncthing te alter the balance ef wealth in Canada.
The top 20) per cent stîll control ever 40 per cent of the nation-
aîl income, and the bcttom 20 per cent have acess te only 4 per
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