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Topic:  Business taxation and regulatory issues

*Recommendation 1: Please provide a short summary of your recommendation.

Address the payroll tax burden. Specifically, renewing the Hiring Credit for Small Business as
long as El rates continue to increase, and no mandatory increases to CPP rates.

Expected cost or savings: From the pull-down menus, please indicate the expected cost or savings of your

recommendation to the federal government and the period of time to which the expected cost or savings is
related.

$100 million -$499.9 million

3 years

Federal funding: Please provide a precise indication of how the federal government could fund your
recommendation. For example, indicate what federal spending should be reallocated, what federal tax
measure(s) should be introduced, eliminated or changed, etc.

The Hiring Credit does not come from additional taxation or from cuts to existing programs.
For those SMEs that paid less than $15,000 in EI premiums in 2012, a portion of those
premiums will be returned to the business if the total amount of premiums increased during
the year. This system is already in place and works well for small businesses as it is

administratively simple and broadly accessible. The CPP account is self-financed and does
not require additional funds from government.




Intended beneficiaries: Please indicate the groups of individuals, the sector(s) and/or the regions that would
benefit by implementation of your recommendation.

Smaller SMEs are most affected by increases in payroll taxes like El and CPP. These are the
companies that we rely on to grow our economy, but increasing these payroll taxes will
discourage many from hiring and put a damper on economic growth. The EI Hiring Credit, for
its part, minimizes the impact of El rate increases for the smallest firms. CPP costs are already
massive for smaller firms, especially for the self-employed.

General impacts: Depending on the nature of your recommendation, please indicate how the standard of living
of Canadians would be improved, jobs would be created, people would be trained, etc.

Payroll taxes are the most harmful type of tax, as they are an additional cost to hiring
employees. The planned increase of El rates in 2010 and subsequent years would have been
a massive damper on Canada’s economic recovery. The credit is beneficial to all SMEs,
however it is especially important for those SMEs that wish to grow their operations. The
same is true for any mandatory increase in CPP. There are many voluntary ways to save for
retirement, such RRSPs and PRPPs — many small businesses cannot afford a mandatory tax
increase.

Topic: Business taxation and regulatory issues

Recommendation 2: Please provide a short summary of your recommendation.

Implement a plan to reduce the federal small business tax rate to 9% over multiple years

Expected cost or savings: From the pull-down menus, please indicate the expected cost or savings of your
recommendation to the federal government and the period of time to which the expected cost or savings is
related.

S1 billion or more

4 years




Federal funding: Please provide a precise indication of how the federal government could fund your

recommendation. For example, indicate what federal spending should be reallocated, what federal tax
measure(s) should be introduced, eliminated or changed, etc.

This recommendation is a reduction in short term revenues to stimulate long term growth and
make Canada an even more attractive place to start and run a business. As this would likely
result in greater business activity, the loss in government revenue would likely be made-up

over time. Reductions in the small business rate would be phased in over multiple years in
order to allow the Treasury to adapt.

Intended beneficiaries: Please indicate the groups of individuals, the sector(s) and/or the regions that would
benefit by implementation of your recommendation.

Tax reductions benefit not only small businesses, but also the workers they employ and their
large and small clients and suppliers. Keeping the small business rate as low as possible
allows businesses to reinvest in their communities. A 2007 survey of CFIB members indicated
that if their taxes were reduced, they would invest in new equipment (66%), increase employee
wages (53%), pay down debt (53%) and hire additional employees (39%).

General impacts: Depending on the nature of your recommendation, please indicate how the standard of living
of Canadians would be improved, jobs would be created, people would be trained, etc.

The Small Business tax rate recognizes that SMEs, compared to larger businesses, face
disadvantages regarding the costs inherent in running a business. However, we have seen an
erosion of the value of the SME rate relative to the general rate, which was reduced from 28%
to 15%. Also, the small business rate starts to be clawed-back for those SMEs that have
capital assets of $10 million and is fully eliminated when they reach $15 million in assets. This

threshold has not changed in more than 20 years and should be increased to $50 million,
similar to the SR&ED program.

Topic:  Federal budgets and the public service

Recommendation 3: Please provide a short summary of your recommendation.

Continue implementing changes to public sector pensions, including converting newer hires
from Defined Benefit plans to Defined Contribution plans




Expected cost or savings: From the pull-down menus, please indicate the expected cost or savings of your

recommendation to the federal government and the period of time to which the expected cost or savings is
related.

S1 billion or more

5 or more years

Federal funding: Please provide a precise indication of how the federal government could fund your

recommendation. For example, indicate what federal spending should be reallocated, what federal tax
measure(s) should be introduced, eliminated or changed, etc.

Pushing through much-needed changes to public sector plans in order to make them more
sustainable and fair would lead to:

- massive savings for the government
- reduced future liabilities

- minimized risk of potential tax increases or of decreases in spending in key program areas

Public sector pensions are a major cost to the government and taxpayers, and with aging
populations that are living longer, these costs will only increase.

Intended beneficiaries: Please indicate the groups of individuals, the sector(s) and/or the regions that would
benefit by implementation of your recommendation.

The taxpayer is the primary beneficiary of reduced pension obligations. However, we have
seen other countries and US states reduce benefits to retirees or near-retirees due to their
economic difficulties so by addressing this issue now, it will also benefit future public sector
workers who can trust that their pensions are secure. Lowering government pension

obligations will benefit government finances, the taxpayer, and small businesses in the short
and long term.

General impacts: Depending on the nature of your recommendation, please indicate how the standard of living
of Canadians would be improved, jobs would be created, people would be trained, etc.

Public sector pensions were created under different demographic conditions than today and
are now unsustainable given current life-spans and expected payouts. The government has
done important work in this area, but more needs to be done: it must convert new hires from
Defined Benefit plans to Defined Contribution (or a shared risk model) and eliminate early
retirement for all current government employees (not just new employees) in a manner similar

to the plan to increase OAS from 65 to 67. Also, the bridge benefit for public sector workers
retiring before 65 is tremendously unfair, and shoul




Please use this page if you wish to provide more explanation about your recommendation(s).

CFIB’s recommendations are based on constant surveying of our 109,000 business
members, operating in every sector and region of the country. Our goal is to support public
policy by providing credible data on the views of SME owners on a wide range of issues.
CFIB’s Business Barometer, a measure of small business optimism, only recently started to
pick up after multiple months of decline, perhaps in part to fears regarding the direction of
many government initiatives. The three recommendations listed above are some of the more
prominent ones requested by small businesses, but there are many others.

Credit cards: The Competition Tribunal’'s recent decision on a Visa and MasterCard case has
made it plain that the government should use regulatory means to restrict the power wielded
by these two industry giants. CFIB has long argued for the ability to surcharge and the
elimination of the honour-all-cards rule. Many other issues need to be addressed, including
mobile payments.

Red tape: The government cannot lose momentum on its red tape reduction work. The
one-for-one rule is notable, but the government must publicly report the total burden,
legislating this and other measures so as to keep the process permanent. Also, setting and
communicating strong service standards would be an effective way to show the public that
this work has a direct impact on their experience with government. We have been
disappointed with the lack of movement on his file in 2013.

Shortage of Qualified labour: The government itself has said that a skills gap exists in
Canada. CFIB recommends increasing the availability and accessibility of programs to reduce
shortage of labour issues, including the Canada Job Grant, Temporary Foreign Worker
program and apprenticeship tax credit, and measuring the effectiveness of these and other
existing programs. Billions of dollars per year are spent on training and labour development —
the government must focus on those programs that provide a proven, substantial benefit to
Canadian workers. More specifically, the Canada Job Grant could help address the skills
shortage, but needs more detail as to how it will work. The Temporary Foreign Worker
Program has been a lifesaver for those businesses that need it, but recent changes will likely
make it more difficult to access. The Apprenticeship tax credit is a good tool, but needs
updating to reflect today’s labour realities.

*Please note that at least one recommendation must be provided
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