















































 






 























































 






 



















































 








 

































































 































































 





































Comments on A Discussion Paper on New Brunswick’s Taxes 

Submitted by Rob Moir8 

I would like to thank the Commission for this opportunity to respond to the tax proposal contained in A 

Discussion Paper on New Brunswick’s Taxes (hereafter referred to as the Discussion Paper).  I will 

confine my comments to those areas where I have had the chance to conduct some research about the 

specific proposal, namely the introduction arguing for tax reform, changes to income tax, changes to 

 












 

corporate taxation, new and increasing taxes, and general comments.  These will be followed by some 

concluding comments. 

Comments on Introductory Material 

This tax proposal is certainly quite bold and sweeping, suggesting changes in almost all aspects of New 

Brunswick’s taxation policy.  However, in calling for such sweeping change, this proposal makes some 

rather convoluted statements and comparisons.   

Consider the claim on page 7, “This examination [on tax competitiveness in Appendix 2] demonstrates 

that, while New Brunswick’s tax system is relatively competitive with some Canadian jurisdictions, 

significant improvements are needed to meet the objectives of enhanced job creation and income growth.”  

Tables A2.1 and A2.2 (p.57) indicate that the marginal effective tax rate on the cost of doing business in 

New Brunswick is in the top 3 provinces across Canada, placing behind Alberta and, if the Atlantic 

Investment Tax Credit does not apply, behind Saskatchewan.  We are ahead of traditional economic 

powerhouses such as Ontario, Quebec, and British Columbia, and have the lowest rate in Atlantic Canada.  

Indeed, instead of New Brunswick being “relatively competitive with some Canadian jurisdictions,” we 

are in fact, quite competitive with many Canadian jurisdictions.  If we are worried about GDP and 

business growth in the province, then a very reasonable conclusion is that one must also look at business 

conditions outside of taxes as potential impediments to growth. 

Instead, the Discussion Paper suggests only lower taxes as a growth mechanism and raises other low-tax 

regions as exemplars for New Brunswick.  Ireland, the “Celtic Tiger,” is raised repeatedly: “Ireland, for 

example, cut its business taxes from the highest in the European Union to one of the lowest, and reaped 

new investment, growth, jobs and additional revenue as a result” (p.24).   This passage, cited as coming 

from the Fraser Institute, is an assertion that comes without empirical analysis.  It reads as if Ireland’s 

business tax cuts alone led to strong GDP growth while ignoring the massive injection of European Union 

euros into the Irish economy as a backdoor method of getting the United Kingdom to enter into the 

European Union.  The significant Irish investment in post-secondary education including free tuition is 

not only ignored in this Discussion Paper, but has been ignored by this Government’s PSE Action Plan.   

Alberta is also raised as an example, but there is little mention of the rich resource sector in Alberta 

($9.737 billion in resource royalties in 2007-08) and the fact that successive governments in New 

Brunswick (with just $0.066 billion in resource royalties in 2007-08) have shown little interest in 

developing provincial natural resources (e.g., natural gas, oil shale) into value-added industry.  Nor is it 

mentioned that Alberta collects 50% of its tax revenues from income taxes as compared to New 

Brunswick’s 39%.9  Simply mentioning two places in the same sentence or paragraph does not necessarily 

mean that a direct comparison is valid. 

Recommendation 1: Ensure comparisons to other regions/countries are empirically valid. 

 








 

The Discussion Paper is full of loaded phrases such as “tax burden” and “hard-earned money” which 

makes the document read like propaganda.  Frank Luntz, communications advisor to the Republican party 

(see http://en.wikipedia.org/wiki/Frank_Luntz), has done a great deal to perfect this technique but it is 

nothing more than a political marketing tool and should not be used if this Government is serious about 

engaging the public in a discussion. 

Recommendation 2: Remove loaded/ideological language from the Discussion Paper. 

New Brunswick is a province blessed with both natural and human resources.  In fact, we have a large 

number of “experts” already in the province.  For instance, finance and tax expert, Dr. Joe Ruggeri 

(Director for the Policy Studies Centre (UNB – Fredericton (http://www.unb.ca/econ/psc/)), Vaughan 

Chair in Regional Economics, former employee in the Departments of Finance in New Brunswick and 

Alberta) resides in Fredericton and until very recently, taught at UNB Fredericton.  Why then does the 

Discussion Paper rely so heavily on the advice of Dr. Jack Mintz in Alberta?  Will Dr. Mintz and his 

extended family move to New Brunswick, earn their incomes in New Brunswick, pay taxes in New 

Brunswick, and receive services in New Brunswick while we test his tax system?  If this Government is 

truly interested in self-sufficiency, why does it keep looking outside the province for expert advice? 

Recommendation 3: Where possible, engage local experts to enhance the discussion and provide expert 

feedback on proposals. 

Comments on Flat Taxes 

The Discussion Paper proposes two options for restructuring provincial income taxes.  In the flat tax 

option, the non-refundable basic personal amount is increased significantly and the marginal tax rate is set 

at a flat 10%. 

In studying a flat tax, I think it is useful to read a 2006 IMF Working Paper “The “Flat Tax(es)”: 

Principles and Evidence” (Keen, Kim, and Varsano available at 

http://www.imf.org/external/pubs/ft/wp/2006/wp06218.pdf) which discusses the experience with flat 

taxes in Eastern European countries.  Keen et al. clearly point out that the move to a flat tax is not 

necessarily regressive.  However, a simple comparison of a flat tax versus a tax with increasing marginal 

rates can only be made when the tax revenues under both scenarios is constant.  Obviously with a higher 

basic personal amount and a flat income tax rate (10%) that is set lower than our lowest marginal rate 

(10.12%), personal income taxes will fall for anyone who currently pays income tax; this fact is evident in 

Tables 2 and 3.  Consequently, the government’s tax revenue from income taxes is predicted to decrease, 

but by how much is anyone’s guess.  This makes judging the distributional properties of the proposed tax 

package extremely difficult. 

The authors of the IMF Working Paper draw a number of important empirical conclusions (see pp.35-37).  

I will not mention them all, but for our sake, it is interesting to note that there is no evidence of a Laffer-

effect,10 there is little evidence that flat income taxes influence incentives to work, and there is only 

 






 

limited evidence for base-broadening when a full political package (more than just income tax reform) is 

constructed to attract both business and labour.  

Furthermore, these authors, in agreement with many others, conclude that “While flatness itself is 

certainly a simplification, eliminating some potential forms of tax arbitrage, the rate structure itself is 

commonly not the primary source of complexity in taxation. This comes more from exemptions and 

special treatment of various kinds. Thus the (limited) survey evidence for Russia for example, does not 

suggest that the system was widely seen as significantly less complex after adoption of the flat tax” 

(pp.36-37).  Simply moving to a provincial flat income tax in New Brunswick will do nothing whatsoever 

to simplify the calculation of total income, net income, or taxable income, which form the bulk of our 

existing tax forms. 

From the estimates provided in the Discussion Paper, the simplicity of the current tax system is exactly 

what contributed to the majority of the analysis contained in the section on income tax reform.  It seems 

that the authors have performed their comparative analysis (see Tables 2 and 3 (p.15) and Tables 6 and 7 

(p.19)) using an Excel spreadsheet.  Had the authors conducted a more thorough analysis, their results 

would likely have been expressed over total income ranges (see, for instance, the predictions set out in the 

Federal Government’s document “The Budget Plan 2008” (http://www.budget.gc.ca/2008/plan/table-

eng.asp) Table 3.3 (p.90)).  The simple calculations used in the Discussion Paper may disguise some 

important dynamic and feedback effects, contributes to vague predictions about losses from income tax 

(and later corporate tax) revenues, and permits the authors to ignore the potentially regressive results of 

an increase in HST and new carbon taxes.  Later in this commentary, in reference to the HST increase, I 

will point to state-of-the-art software that permits a more thorough analysis of the various tax proposals 

contained in the Discussion Paper. 

Recommendation 4: Do not argue that implementing a flat tax will simplify tax forms as this is extremely 

misleading if not patently false. 

In its abstract, the IMF Working Paper concludes, “the question is not so much whether more countries 

will adopt a flat tax as whether those that have will move away from it” (p.1).  The IMF is not generally 

considered a progressive institution, yet researchers there question the argument for flat taxes basing their 

conclusions upon empirical evidence.  It seems odd that the Discussion Paper makes no reference to this 

background material available from the IMF website.  Then again, the IMF Working Paper contradicts 

many of the flat tax assertions made in New Brunswick’s Discussion Paper. 

The two-rate income tax proposal is similar in structure to the flat tax.  While it does not include an 

increase in the non-refundable basic personal amount, the proposed marginal income tax rates are set 

below existing levels.  Distributional comparisons to either the flat income tax or the current income tax 

are again difficult because there is a significant revenue loss predicted as we shift from the current system 

to the two-rate income tax.  Again, the regressivity of the proposed HST increase and the new carbon tax 

are not addressed (Tables 6 and 7 (p.19)). 

Comments on Corporate Tax Rates 

The tax proposal contained in the Discussion Paper advocates significant cuts to the corporate tax rate, 

elimination of the large corporation capital tax, and reduction or elimination of the financial corporation 



 

capital tax.  While this will lead to a loss in overall tax revenues, the Discussion Paper did not perform 

any analysis to suggest exactly how much would be lost specifically from various corporate tax rate cuts.   

Supporting documentation for corporate tax cuts in this section make reference to papers produced by 

ideological “think-tanks” (e.g., The C.D. Howe Institute and the Fraser Institute) or in an introduction to a 

book, neither of which are peer-reviewed sources.  As such, the arguments in this section are supported 

entirely by assertions rather than empirical evidence.11 

Consider the following facts.  The Discussion Paper clearly indicates that the marginal effective tax rate 

on the cost of doing business in New Brunswick is either the second or third lowest in Canada (Tables 

A2.1 and A2.2 p.57).  Looking simply at the corporate tax rates in comparison with the rest of Canada 

(http://www.kpmg.ca/en/services/tax/taxrates.html) New Brunswick compares favourably with other 

provinces, especially if one looks at 2006 before other provinces stared to cut corporate rates, perhaps in 

response to New Brunswick’s own low rates.  Strong economic growth in the business and manufacturing 

sectors has not been an immediate result of this tax policy; if strong business growth had been the result 

then there would be no need to propose lower corporate tax rates.  This begs the question, if New 

Brunswick has low corporate tax rates yet still feels it needs to expand the business and manufacturing 

sectors of the economy, then what other issues might be impeding business growth?   

• Perhaps a lower tax rate on small business enterprises will enhance entrepreneurialism. 
• Perhaps there is a shortage of basic skills (e.g., literacy and numeracy) in the population and we 

need greater investment in human capital. 
• Perhaps dominance in the labour market has led to low wages and a failure to attract skilled 

labourers to – or to keep skilled labourers in – New Brunswick. 
• Perhaps a lack of competition in the general business environment has discouraged new business, 

especially in certain sectors. 
• Perhaps there exists some government bureaucracy that impedes new business. 
• Perhaps New Brunswick’s heavy reliance on exports to the United States limits growth 

opportunities, especially in times of economic turmoil in the United States. 
• Perhaps New Brunswick lacks a large-enough “creative class” (see works by Richard Florida - 

http://en.wikipedia.org/wiki/Richard_Florida) to attract bigger businesses, and must invest in such 
a way to grow this segment of society. 

 

Brian Lee Crowley, director of the Atlantic Institute for Market Studies (another ideological think-tank) 

suggests that New Brunswick go a step further than the Discussion Paper’s proposal and set a corporate 

tax rate of zero (http://www.aims.ca/inthemedia.asp?typeID=4&id=2233&fd=0&p=1).  His comments 

identify the major weakness with this section of the proposal – if we lower taxes, so can others.  Suppose 

all of Canada sets a 0% corporate tax rate.  Past empirical results suggest we would just lose tax revenue 

with no compensatory increase in business – New Brunswick may not be competitive in attracting 

business in dimensions other than tax rates.  Would this Government then propose setting a negative 

corporate tax rate? 

 





 

Recommendation 5: Research reasons other than the corporate tax rate that may contribute to slow 

business growth in New Brunswick.   

There may be a good reason to cut the small business corporate tax rate.  Small businesses are the engine 

of entrepreneurial growth and are quite likely to involve domestic investment and domestic labour. 

Recommendation 6: Consider cutting the small business corporate tax rate. 

Cutting the financial corporation capital tax seems both petty and ill-advised.  It is a relatively small tax 

directed at an extremely profitable industry and thus has few distortionary effects.  Moreover, even if we 

cut this tax, we are highly unlikely to attract financial corporations to New Brunswick as they prefer the 

“visibility” of larger urban centres with an international reputation.  This tax cut seems to be designed as a 

gift to past-premier Frank McKenna who is now on the board of the TD Bank Financial Group. 

Comments on New and Increasing Taxes 

As noted in the Discussion Paper, the cuts to personal income and corporate tax rates will lead to a 

decline of approximately $500 million (a 16% decrease in all tax revenues).12  This sharp decline in 

revenues is to be offset by an increase in HST and a new carbon tax, jointly raising an estimated $350 

million in revenues and reducing the tax revenue loss to $150 million.  These are interesting options, but 

both have the potential to increase the regressive nature of our tax system and this issue has not at all been 

explored in the Discussion Paper. 

Let us first consider the HST as this is an existing tax and thus easier to study.  It is well-known that sales 

taxes are regressive.  It is for this reason that the federal government has instituted a GST rebate.  We 

should also take careful note that there is no such thing as an HST rebate to offset any regressivity.  As 

noted earlier, without greater study it is difficult to ascertain whether the proposed reduction in income 

tax rates (either variant) is actually progressive.  That said, it is at the very least irresponsible, bordering 

on fraudulent, to promote tax changes while highlighting the tax cuts and ignoring tax increases.  It is 

equivalent to a salesperson dropping the price of a car by $1,000 but then raising the price of tires by 

$300 each – the cost of the car increases by $200 overall, unless you can do without tires. 

The authors of the Discussion Paper flippantly point out that a 2% increase in HST would represent “an 

increase of 3¢ on a $1.50 cup of coffee, an additional $10 on a $500 television, and $400 on the purchase 

of a $20,000 automobile” (p.32).  Such statements disguise the cumulative effects of a sales tax increase.  

However, given the relatively simple analysis of the various proposals in the Discussion Paper, it is about 

the only statement the authors could make. 

Fortunately, there exists state-of-the-art software that enables us to model policy changes of the type 

outlined in the Discussion Paper.  Statistics Canada’s SPSD/M (Social Policy Simulation Database and 

Model - http://www.statcan.ca/english/spsd/spsdm.htm) was specifically designed to look at the effects of 

various tax and transfer policy changes.  It has been in existence for a number of years, and has been used 

 






 

by a number of think-tanks including the C.D. Howe Institute (where Dr. Jack Mintz was Chair and CEO 

(1999-2006)) and the Fraser Institute.   

Taking the income tax predictions as given in the Discussion Paper, I have simulated the effect of a 2% 

increase in the HST in New Brunswick using SPSD/M.13  Using a 2007 sample, HST spending was 

estimated for income groupings surrounding the taxable income values mentioned in the Discussion 

Paper.14  Tables 1 and 2 below predict the combined effect of an income tax cut and an HST increase on a 

single tax filer and a representative family for both a flat income tax and a two-part income tax 

(comparable to Tables 2, 3, 6, and 7 from the Discussion Paper).  

Table 1 Estimated Net Tax Bill Considering Reduced Income Tax Rates and a 2% Increase 

in HST (Single Earner/Tax Filer) 

 

 Flat Income Tax Two-Part Income Tax 
Taxable 
Income 

Income Tax 
Decrease 

(Table 2, p.15) 

HST 
Increase 

Net Tax 
Bill 

Income Tax 
Decrease 

(Table 6, p.19) 

HST 
Increase 

Net Tax 
Bill 

$15,000 -$20 +$210 +$190 -$21 +$210 +$189 
$25,000 -$359 +$264 -$95 -$326 +$264 -$62 
$40,000 -$522 +$405 -$117 -$452 +$405 -$47 
$60,000 -$1,018 +$489 -$529 -$1,146 +$489 -$657 

$100,000 -$3,160 +$644 -$2,516 -$2,938 +$644 -$2,294 
$140,000 -$6,188 +$1,256 -$4,932 -$5,166 +$1,256 -$3,910 

 

Table 2 Estimated Net Tax Bill Considering Reduced Income Tax Rates and a 2% Increase 

in HST (Census Family with 1 Earner/Representative Family) 

 Flat Income Tax Two-Part Income Tax 
Taxable 
Income 

Income Tax 
Decrease 

(Table 3, p.15) 

HST 
Increase 

Net Tax 
Bill 

Income Tax 
Decrease 

(Table 7, p.19) 

HST 
Increase 

Net Tax 
Bill 

$15,000 $0 +$307 +$307 $0 +$307 +$307 
$25,000 -$219 +$444 +$225 -$219 +$444 +$225 
$40,000 -$1,801 +$519 -$1,282 -$1,325 +$519 -$806 
$60,000 -$2,296 +$657 -$1,639 -$1,786 +$657 -$1,129 

$100,000 -$3,689 +$765 -$2,924 -$3,579 +$765 -$2,814 
$140,000 -$6,266 * * -$5,806 * * 

* Insufficient observations to calculate an estimate. 

These are only first approximations.  I have not attempted to conduct the analysis for the complete tax 

package under all variants described in the Discussion Paper.  These are complex tasks, but the effort will 

no doubt provide a much more complete picture of decreases in tax revenues and the changing 

distribution of taxes paid. 

 







 

The results in Tables 1 and 2 above permit us to engage in serious discussion.  First, why weren’t the tax 

proposals subjected to this level of analysis already?  Either the authors could not be bothered to do this 

level of analysis for the province of New Brunswick or the analysis has been conducted and leads to 

disturbing (read less marketable) results.  Second, might this limited information on net tax bills – recall 

that the proposed carbon tax has not been analyzed – change our opinions, especially in light of the 

programme cuts that will likely result from the projected tax revenue decrease of $150 million? 

Let us consider Table 1 above. Under either income tax proposal, the annual decrease in overall taxes 

paid is quite modest for incomes less than $40,000.  Given the median total income for a single earner in 

New Brunswick is about $21,000 (extrapolated from Statistics Canada 2006 measure) this means that the 

proposed tax policy shift leads to either a very small decrease or perhaps an overall increase in many 

people’s tax payments.  At the other end of the income spectrum, people earning $100,000 will likely 

see an overall decline in their tax payments in excess of $2,000.  Those fortunate enough to earn income 

of $140,000 might see their total tax bill fall between $4,000 and $5,000 dollars.  As a whole, the tax 

changes outlined in the Discussion Paper imply a significant decrease in total tax payments for those with 

incomes of $60,000 or greater, relatively small decreases and perhaps slight increases for people with 

smaller incomes, and an overall decline in tax revenue which will likely lead to spending cuts on 

programmes used mostly by people with lower incomes.  On the whole, this is an extremely regressive 

package. 

While it is wonderful to see any government attempt to deal with carbon emissions, provincial 

governments are constitutionally constrained to setting direct taxes (i.e., taxes on consumption).  Thus, 

the carbon tax proposed in the Discussion Paper is to be placed on carbon emissions made in the 

consumption of gasoline/diesel, home heating oil, and electricity.  Given energy consumption patterns, 

there is the potential for a carbon tax to be regressive, although the paper proposes credit-offset for low-

income individuals. 

The claim that the carbon tax will be fiscally neutral (p.29) is completely specious.  This regressive 

carbon tax is designed to offset the large tax rate reductions for high income individuals and reductions in 

corporate tax rates.  If this carbon tax proposal had any environmental merit, ministers of this 

Government would be able to predict the carbon reductions resulting from this tax.  Instead they are 

simply able to say it will raise about $100 million.  Moreover, economic research suggests that revenues 

generated by carbon taxes are best spent investing in cleaner energy sources and enhanced energy 

efficiency. 

Inasmuch as both the proposed HST increase and carbon tax are regressive and there are links between 

gender and income (e.g., women may earn less than men, lone-parent families are often headed by a 

female adult and tend to have lower incomes), we must carefully discuss the differential effects of these 

tax proposals upon gender.  Likewise, wherever there is a correlation between a population group and 

income (e.g., aboriginals, recent immigrants) it would be beneficial to examine the potential effects of 

these tax proposals and determine if corrective action is warranted. 

Recommendation 7: Subject the entire tax proposal and all of its variants to a comparative analysis 

using Statistics Canada’s SPSD/M software.  Clearly identify potential tax revenue losses and tax revenue 

gains.  Present data in such a way that meaningful distributional comparisons (by income class, family-

type, age, gender, etc.) can be made by the lay reader (e.g., complete Tables 2, 3, 6, and 7 in the 



 

Discussion Paper with the complete effect from all tax changes).  Release all of these results to the public 

and engage us once again in a public discussion.  

In my limited experience with SPSD/M, I suspect that this analysis would take about 1 month.   

Recommendation 8: Consider directing revenues from a special carbon tax towards offsetting rebates 

for low-income residents and investments in energy efficiency and “clean” energy sources. 

I must temper my above comments regarding both the HST increase and the new carbon tax with the 

comment that I am generally supportive of such increases.  My reasoning, however, likely differs 

significantly from current policy-makers.  In my opinion, excessive growth in consumption has 

contributed to significant environmental and quality-of-life decline.  Growth in consumption can fuel 

GDP growth while causing significant declines in other indicators of economic well-being (the Genuine 

Progress Index, the Genuine Progress Indicator, and the Canadian Index of Well-Being are examples). In 

other words, we need to slow economic growth as measured by GDP and redistribute wealth; this is 

antithetical to the intent of the tax proposals in the Discussion Paper.   Both carbon and sales taxes can be 

used to achieve the ends outlined above, but this would involve significant increases in tax rates 

combined with large rebates contingent upon income and directed investments in “clean” energy and 

energy efficiency. 

General Comments 

While I have argued elsewhere that the analysis is threadbare, and have called for a more complete 

analysis of these tax proposals, let us for now accept the Discussion Paper’s assertion that there will be an 

overall decline of $150 million in tax revenues.  Clearly the authors of the Discussion Paper have 

accepted the notion of zero deficits,15 regularly referring to “fiscal responsibility” and “balanced budgets.”  

However, at no point does the Discussion Paper mention what spending cuts might be made when 

provincial revenues are decreased.  Will New Brunswick privatize healthcare, reduce public support for 

post-secondary education, and/or increase user fees and licenses?  Such expenditure cuts can increase the 

cost-of-living in New Brunswick potentially contributing to population decline, and may also decrease 

skills and increase healthcare costs which increase the cost of doing business in the province.  Population 

decline and increased business costs can reduce the tax base in New Brunswick. 

The above comments may be considered to be speculatively alarmist.  However, consider the evolving 

language in the Discussion Paper.  This document outlines Goals for Restructuring the Tax System (pp.8-

9) and Principles for Restructuring the Tax System (p.10), many of which overlap.  Under the goal of 

fiscal responsibility, there is reference to public services and infrastructure (Goal 7, p.9), but under the 

principle of fiscal responsibility, the word public no longer appears when discussing the provision of 

services and infrastructure (Principle 8, p.10). 

 









 

Understanding the potential consequences of this tax revenue decrease on the provision of services, the 

development of infrastructure, and the funding of programmes is extremely important if people are to 

judge the merits of the tax options identified in the Discussion Paper.  If decreased tax revenues result in 

reduced funding for universities, how will we attract high wage earners who want their children to attend 

nationally-recognized institutions?  If decreased tax revenues result in reduced environmental regulation 

and enforcement, will families want to move to this province?  Given the Discussion Paper’s assertion 

that tax rate decreases will attract a larger population, it is imperative that we discuss potential 

expenditure cuts within a complete fiscal package. 

Recommendation 9: Clearly identify potential expenditure cuts. 

As noted above, the Discussion Paper asserts that the tax base will increase under the proposed tax 

regime.  This assertion raises two issues. 

First, is there empirical evidence that a simple tax cut will increase the tax base as is asserted in the 

Discussion Paper?  As noted elsewhere, this entire document is remarkably devoid of peer-reviewed 

citations supporting its assertions.  Suppose the tax base does not increase.  In that case, New Brunswick 

has decreased tax revenues by $150 million and built in a structural deficit.  The only method to remove 

this structural deficit is to decrease expenditures, again leading to the questions, what will get cut and 

what will get privatized? 

Recommendation 10: Provide a complete fiscal package (including, if you will, tax cuts, and either 

recommendations for deficit-financing or expenditure cuts) supported by peer-reviewed evidence for a 

predicted increase in tax base. 

Second, suppose the tax base increases and the province of New Brunswick realizes an overall increase in 

tax revenues (this too is an unproven assertion addressed in Recommendation 12 below).  As we are well 

aware, there is already a lack of funding for many of our public institutions (e.g., healthcare system, 

education system, post-secondary education system, environmental monitors, children’s services); 

existing per capita funding does not provide the level of service New Brunswickers would like.  Will 

additional people, each paying less money than before, contribute to additional strain on the system, or 

are there economies of scale – service expansion that contributes to declining average costs of provision – 

that have yet gone unrealized?  If no such economies of scale can be identified, then we again raise the 

question of cuts to service provision. 

Recommendation 11: Provide evidence of potential economies of scale in public service provision and 

concrete examples of how this Government proposes to take advantage of these economies of scale. 

There is a lot of mention of the catch-phrase “self-sufficiency” and the desire to reduce our dependence 

upon federal equalization payments, but there is no analysis of the relationship between the tax base and 

equalization payments during the transition phase. Let us assume the Discussion Paper’s assertion that 

the tax base will in fact increase.  It is likely the case that an additional dollar in tax revenue from a larger 

tax base will be offset by a one dollar decrease in federal equalization.  Again, the result is a structural 

deficit of $150 million. 

Recommendation 12: Provide discussion, supported by legal/constitutional opinion, about the 

relationship between tax base and equalization payments. 



 

Concluding Comments 

I have made 12 recommendations regarding the tax proposals described in A Discussion Paper on New 

Brunswick’s Taxes which I repeat below. 

Recommendation 1: Ensure comparisons to other regions/countries are empirically valid. 

Recommendation 2: Remove loaded/ideological language from the Discussion Paper. 

Recommendation 3: Where possible, engage local experts to enhance the discussion and provide expert 

feedback on proposals. 

Recommendation 4: Do not argue that implementing a flat tax will simplify tax forms as this is extremely 

misleading if not patently false. 

Recommendation 5: Research reasons other than the corporate tax rate that may contribute to slow 

business growth in New Brunswick.   

Recommendation 6: Consider cutting the small business corporate tax rate. 

Recommendation 7: Subject the entire tax proposal and all of its variants to a comparative analysis 

using Statistics Canada’s SPSD/M software.  Clearly identify potential tax revenue losses and tax revenue 

gains.  Present data in such a way that meaningful distributional comparisons (by income class, family-

type, age, gender, etc.) can be made by the lay reader (e.g., complete Tables 2, 3, 6, and 7 in the 

Discussion Paper with the complete effect from all tax changes).  Release all of these results to the public 

and engage us once again in a public discussion.  

Recommendation 8: Consider directing revenues from a special carbon tax towards offsetting rebates 

for low-income residents and investments in energy efficiency and “clean” energy sources. 

Recommendation 9: Clearly identify potential expenditure cuts. 

Recommendation 10: Provide a complete fiscal package (including, if you will, tax cuts, and either 

recommendations for deficit-financing or expenditure cuts) supported by peer-reviewed evidence for a 

predicted increase in tax base. 

Recommendation 11: Provide evidence of potential economies of scale in public service provision and 

concrete examples of how this Government proposes to take advantage of these economies of scale. 

Recommendation 12: Provide discussion, supported by legal/constitutional opinion, about the 

relationship between tax base and equalization payments. 

I do not claim to have all the answers, and from the few submissions I have been sent and editorials 

raised, there are a large number of outstanding questions.  I feel the process has been quite flawed – 

release of the Discussion Paper in late-May/early-June, public presentations to take place in a two-week 

period in late-June/early-July over the Canada Day holidays and coinciding with the end of school and a 

number of other Government-initiated discussions, written submissions held by the government and not 

made available to the general public, and a completion date of August 1 have all made this public 



 

consultation difficult.  I think it would be unfair to conclude that people do not care just because they 

have not been able to comment. 

While completing this exercise, I wondered how I might propose changing our tax system to stimulate 

reasonably sustainable growth.  So far these are just ideas that I have not fully fleshed out.  I include them 

below in case they may be of use. 

Suggestion A: Maintain personal income tax and consumption taxes as is for the time being. 

Suggestion B: Alter corporate tax policy in the following ways: 

• Use tax credits and/or accelerated capital depreciation for new companies locating in New 
Brunswick, specifically in targeted sectors such as renewable energy 

• Implement tax incentives to subsidize R&D costs for companies with a New Brunswick location 
doing R&D in New Brunswick. 

• Lower the small business tax rate 

• Create CEDIFs (community economic development investment funds - 
http://www.gov.ns.ca/econ/cedif/background/) to direct the investments made by citizens of the 
province into new investment within the province.  

• Strike a committee to look at non-tax costs of doing business in New Brunswick. 
 

Suggestion C: Environmental Issues 

• Implement a cap-and-trade system for emissions in conjunction with Ontario and Quebec 

• Consider entering a small deficit position in order to subsidize new “clean/renewable” energy 
generation and supporting industries in New Brunswick. 

• Invest in energy efficiency improvements especially on an income-contingent basis. 
 

Respectfully Submitted, 

Rob Moir 
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