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Executive Summary

Canadians earning high incomes in Atlantic Canada and Quebec generally face the

highest effective tax rates in Canada. This is the case across three income levels above
$100,000 and four types of households—single individuals, couples with no children,
couples with one child, and couples with two children. At the same time, these prov-

inces generally have the lowest shares of high-income earners in the country.

In this study, we measure the personal income-tax burdens faced by these four types
of families to understand differences among various provinces across the country.
Calculating tax rates provides an overall picture of how each province compares—and
competes—with other provinces with the income thresholds and tax rates it imposes
on those earning high incomes in the province. The study measures effective income-
tax rates on four family types: single (unattached) persons, couples with no children,
couples with one child, and couples with two children. Combined with analysis of
taxation at various income levels above $100,000—12 categories in all—this provides
a picture of the effective personal income-tax rates for a variety of households across

the country.

Across all four family types, we observe a common finding: Atlantic Canada along with
Quebec tend to maintain higher personal income-tax rates while Ontario and west-
ern Canada have the lower rates. Specifically, for unattached persons with income over
$100,000, Prince Edward Island has the highest effective tax rate at 33.9%, followed by
Quebec at 33.7%. Newfoundland & Labrador is third at 33.1%, Nova Scotia fourth at
33.0%, and New Brunswick sixth at 31.4%.

For couples with no children and income over $100,000, Quebec and the Atlantic
provinces again rank at the top of the most-taxed provinces. Quebec is highest with an
effective personal income-tax rate of 28.0%, followed by Newfoundland & Labrador at
26.2%, Prince Edward Island at 25.5%, and Nova Scotia at 24.7%. New Brunswick fares
better in this category at 23.3%, which is the seventh highest in Canada.

When looking at couples with one child and income over $100,000, Newfoundland
& Labrador stands out as the Atlantic province with the highest rate, at 25.4% (only
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Quebec is higher, at 26.5%). The three Maritime provinces are middle of the pack in this
category, with Nova Scotia ranking fifth (22.9%), New Brunswick seventh (22.5%), and
Prince Edward Island eighth (22.4%).

For families with two children and over $100,000 in income, Quebec again ranks first
at 27.0%, followed closely by Nova Scotia at 26.1%, and Newfoundland & Labrador
at 25.3%. Prince Edward Island ranks sixth at 23.1%, while New Brunswick has the
second-lowest rate in the country, at 21.9%.

Some themes emerge. Quebec applies the highest effective personal income-tax rates
in Canada, closely followed by Newfoundland & Labrador, Nova Scotia, Prince Edward
Island, and New Brunswick. The eastern-most provinces in Canada have higher effect-

ive personal income-tax rates than the western-most provinces in most cases examined.

The Atlantic Canadian provinces also have the lowest shares of high-income earners

in Canada. In some cases, the differences are dramatic. For example, Prince Edward
Island’s share of all earners over $100,000, at 15.5%, is nine percentage points lower than
Alberta’s, at 24.5%. There is also an east-west divide in the shares of households earning
over $100,000. Quebec and the four Atlantic Provinces have the lowest shares of house-
holds earning over this amount, while Ontario and the four western provinces have

the highest shares. At 19.7%, Manitoba has the lowest share of earners over $100,000
east of Quebec but this would still rank higher than Quebec and the Atlantic Provinces.
Generally, provinces with higher effective personal income-tax rates have lower shares

of Canadians earning high incomes.

These findings have important implications for the Atlantic provinces as they contem-
plate tax policy. The results here provide further evidence that personal income taxes—
and particularly taxes on high-income earners—in the Atlantic provinces are not com-
petitive with those in the rest of the country. The data also reveal that there are fewer
high-income earners (relative to the all tax filers) in Atlantic Canada than in the rest of
the country. These findings should re-ignite discussion of reforms of personal income

tax and reductions across the region.
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Introduction

Examining personal income-tax (PIT) rates and the differences among provinces is
important for creating a better understanding of Canada’s tax system. Specifically, this
study measures effective tax rates on high-income earners across Canada, and compares
these rates to the presence of high-income earners in each province.' In other words,
are high personal income-tax rates correlated with the presence of Canadians earning
high-incomes in places like Atlantic Canada, which has some of the highest statutory
marginal personal income-tax rates of any jurisdiction in North America (Hill, Li, and
Palacios, 2020)? At the same time, the region struggles with weak economic growth and

has difficulty attracting and retaining people (Whalen, Li, and Eisen, 2021).

In this study, we present data on the current personal income-tax rates faced by those
earning higher incomes in Atlantic Canada, compared to the rest of Canada. The study
includes analyses at various income levels and across different types of families to pro-
vide a detailed picture of effective personal income-tax rates. Given that a high per-
sonal income-tax burden would, all else equal, suggest the region is less attractive to
high-income earners, we will conclude by presenting data on the number of Canadians

earning high-incomes in the region compared to the rest of Canada.

1. This study does not include a literature review, instead focusing on measurement of taxes faced by
high income earners. Interested readers can consult, among other studies, Ohanian, Raffo, and Rogerson
(2006) for how taxes affect work decisions; Milligan and Smart (2015) on responsiveness to tax changes;
Ferede (2018) for effects on entrepreneurship.
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Data Sources and Methodology

The data source for this analysis is the Social Policy Simulation Database and Model
(SPSD/M) from Statistics Canada. The SPSD/M is a micro-analysis system that

includes detailed information drawn from a number of specialized databases for more
than one million Canadians in over 300,000 households with approximately 600 vari-
ables included for each individual. The variables include earnings, taxes paid, transfers
received from government, and demographic characteristics. It is the only database
available in Canada that integrates taxes, government transfers, and other characteristics.
The SPSD/M currently relies on data from a number of surveys and other sources from
2017, which is then used to forecast to 2021.>

In this study, we focus primarily on effective personal income-tax rates rather than mar-
ginal personal income-tax rates. Atlantic Canada does have high marginal statutory tax
rates at most income levels,’ that is, the tax rate applied to the next dollar of income
earned. However, effective tax rates provide an overall picture of the total burden of per-
sonal income taxes. Within the calculation, we include taxable income, applicable federal
and provincial personal income-tax rates,* as well as federal and provincial tax credits

to arrive at income tax payable, which is then compared to total taxable income for the

household to calculate an effective tax rate (also sometimes known as an average rate).

Our modelling analyzes four types of families earning over $100,000 per year: a single per-
son, a couple with no children, a couple with one child, and a couple with two children.
We also measure taxes based on different income levels. We then compare the personal
income taxes faced by these various family types at various income levels in the Atlantic
provinces against taxes in the rest of Canada,’ in order to gain insight into the competitive-

ness of the region’s personal income taxes on earners with upper-middle to high incomes.

2. General description of SPSD/M from Palacios, Li, Clemens, and Fuss, 2022. Detailed information and
files for current version (29) are available here: <https://www.statcan.gc.ca/en/microsimulation/spsdm/spsdm:>.

3. Marginal effective tax rates (METR) is another measure that incorporates the impact of transfers.
While METRs are an important tool for analysis, they are beyond the scope of this paper.

4. Throughout this study, we use the combined provincial and federal personal income-tax rate. While
federal rates on personal income tax apply uniformly across the country, provincial rates (and thresholds)
vary. Therefore, when we refer to the effective personal income-tax rate in, for example, Nova Scotia, we
mean the combined federal and provincial rate.

5. While this study does not provide comparisons to US states, it should be noted that other research has
shown the Atlantic provinces to be among the jurisdictions in North America with the highest marginal
rates on personal income taxes. Interested readers can consult Hill, Li, and Palacios, 2020; or Milke, 2016.
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Effective Personal Income-Tax Rates at Various
Income Levels and Family Types

1. Single unattached individuals

This section presents data on effective personal income-tax rates at various income levels
for single (unattached) individuals. It includes data for three income ranges: $100,001 to
$150,000, $151,001 to $250,000, and over $250,000, as well as summary data for all earners
over $100,000. Statistics Canada’s data indicates that approximately 10% of persons with

employment income in Canada earn over $100,000 per year (Statistics Canada, 2021b).

Table 1 provides various effective personal income-tax rates and rankings for
unattached individuals. For unattached individuals in the $100,001-to-$150,000 range,
the effective personal income-tax rate is 24.8% for Canada as a whole. The prov-

ince with the highest effective tax rate in this category is Quebec, at 29.1%. Prince
Edward Island ranks second highest, at 28.5%, followed by Nova Scotia, at 28.0%,

Table 1: Effective tax rates (%) with taxable income above $100,000, single unattached
individuals, by province, 2021

$100,001- $150,001- above all above
$150,000 $250,000 $250,000 $100,000
Rate Rank Rate Rank Rate Rank Rate Rank

Canada 24.8 30.2 39.5 30.8
Newfoundland & Labrador 27.8 4 33.1 4 41.5 4 33.1 3
Prince Edward Island 28.5 2 343 2 41.5 5 33.9 1
Nova Scotia 28.0 3 32.9 5 42.8 1 33.0 4
New Brunswick 26.6 6 34.0 3 42.4 2 31.4 6
Quebec 29.1 1 35.1 1 41.7 3 337 2
Ontario 243 8 30.1 7 40.9 6 30.6 7
Manitoba 27.7 5 31.9 6 40.0 7 33.0 5
Saskatchewan 24.6 7 29.0 8 39.1 8 29.0 9
Alberta 22.8 9 27.5 10 36.9 10 28.5 10
British Columbia 221 10 27.8 9 37.9 9 30.4 8

Source: Authors' calculations using SPSD/M 29.0.
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and Newfoundland & Labrador, at 27.8%. New Brunswick is the most competitive
Atlantic Canadian province in this category, ranking sixth highest in the country at
26.6%. British Columbia has the lowest effective rate for individuals in this income
bracket at 22.1%.

In the $150,001-to-$250,000 range, the effective personal income-tax rate averages
30.2% across the country for unattached persons. Quebec again has the highest effect-
ive tax rate for this group, at 35.1%, followed by Prince Edward Island at 34.3%. New
Brunswick ranks third highest (34.0%), followed by Newfoundland & Labrador
(33.1%), and Nova Scotia (32.9%). The lowest effective tax rate in this category is
Alberta, at 27.5%.

For those single (unattached) persons with taxable income over $250,000, the effect-
ive personal income-tax rate across the country is 39.5%. Nova Scotia has the highest
effective tax rate in this category at 42.8%. The province with the lowest effective tax
rate in this category is again Alberta, at 36.9%. The Atlantic provinces occupy four of
the top five positions in this category, with New Brunswick ranking second highest at an
effective rate of 42.4%, Newfoundland & Labrador fourth, at 41.5%, and Prince Edward
Island fifth, at 41.5%.

For all single (unattached) persons with an income over $100,000, Prince Edward
Island has the highest effective tax rate at 33.9%, followed by Quebec at 33.7%.
Newfoundland & Labrador is third at 33.1%, Nova Scotia fourth at 33.0%, and New
Brunswick sixth at 31.4%.

2. Couples with no children

For couples with no children, we again look at three different ranges of income (table 2).
For those couples with no children with $100,001-to-$150,000 in income, the national
effective tax rate on personal income is 16.4%. For these Canadians, Quebec is the prov-
ince with the highest effective personal income-tax rate, at 19.8%; British Columbia

has the lowest at 13.7%. The Atlantic provinces rank second (Nova Scotia, 19.6%), third
(Newfoundland & Labrador, 19.0%), fifth (New Brunswick, 18.2%), and sixth (Prince
Edward Island, 18.0%).

Moving to the $150,001-to-$250,000 income range, couples with no children face a

national effective personal income-tax rate of 22.0%. The province with the highest
effective tax rate is again Quebec at 26.4%, while British Columbia is again the lowest
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Table 2: Effective tax rates (%) with taxable income above $100,000, couple with no
children, by province, 2021

$100,001- $150,001- above all above
$150,000 $250,000 $250,000 $100,000
Rate Rank Rate Rank Rate Rank Rate Rank

Canada 16.4 22.0 35.8 23.8
Newfoundland & Labrador 19.0 3 25.6 2 36.8 3 26.2 2
Prince Edward Island 18.0 6 24.8 4 37.1 2 255 3
Nova Scotia 19.6 2 25.3 3 36.7 4 247 4
New Brunswick 18.2 5 234 6 35.0 7 233 7
Quebec 19.8 1 26.4 1 41.7 1 28.0 1
Ontario 15.4 9 21.3 8 36.1 5 235 6
Manitoba 19.0 4 24.6 5 35.3 6 24.2 5
Saskatchewan 16.5 7 21.6 7 30.6 10 21.2 9
Alberta 15.5 8 20.4 9 31.6 9 22.4 8
British Columbia 13.7 10 19.2 10 32.7 8 20.9 10

Source: Authors' calculations using SPSD/M 29.0.

at 19.2%. Newfoundland & Labrador is the Atlantic province with the highest effect-
ive rate, at 25.6% (second highest in Canada), followed by Nova Scotia at 25.3% (third),
Prince Edward Island at 24.8% (fourth), and New Brunswick at 23.4% (sixth).

For those couples with no children and incomes of $250,000 and above, the

national average rate is 35.8%. Quebec has the highest effective personal income-

tax rate on income at this level, at 41.7%, followed by Prince Edward Island at 37.1%.
Newfoundland & Labrador ranks third with an effective rate of 36.8%, while Nova
Scotia ranks fourth at 36.7%, and New Brunswick seventh at 35.0%. The province with
the lowest effective rate in this category is Saskatchewan, at 30.6%.

For couples with no children and income over $100,000, Quebec® and the Atlantic

provinces—save for New Brunswick—again rank as the most-taxed provinces. Quebec

6. Within SPSD/M, Quebec’s tax abatement is dealt with as follows: “For Quebec residents, the amount
of Quebec Tax Abatement needed to reduce federal taxes to 0 is applied (imgtaa) and any excess Quebec
Tax Abatement amounts are refunded (see imgtar)”.
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imposes an effective personal income-tax rate of 28.0%, followed by Newfoundland

& Labrador at 26.2%, Prince Edward Island at 25.5%, and Nova Scotia at 24.7%. New
Brunswick fares better in this category, ranking seventh at 23.3%. Again, Quebec
along with Atlantic Canada generally impose higher personal income-tax burdens than

Ontario and western Canada on couples with no children earning higher incomes.

3. Couples with one child

Table 3 displays calculations of effective tax rates for couples with one child, again using
three ranges of income. For this family type, those with incomes between $100,001 and
$150,000 face a national effective personal income-tax rate of 17.2%. Quebec has the highest
rate, at 20.1%. The Atlantic provinces have three of the highest four rates of the provinces

in this category, with Nova Scotia ranked second (20.1%), Newfoundland & Labrador third
(18.7%), and New Brunswick fourth (18.4%). Prince Edward Island has the sixth-highest
effective rate, at 17.4%, while the province with lowest rate is British Columbia, at 14.3%.

For couples with one child and income in the $150,001-to-$250,000 range, the national
effective personal income-tax rate on income is 22.2%. Prince Edward Island is the prov-
ince with the highest effective personal income-tax rate, at 25.7%. Quebec ranks second, at
25.6%, Nova Scotia is third, at 25.3%, and Newfoundland & Labrador fourth, at 24.7%. New
Brunswick ranks sixth, at 23.8%, while the lowest province is British Columbia, at 18.9%.

Couples with one child and income exceeding $250,000 are estimated to face a national
average effective tax rate of 34.8%. Quebec imposes the highest effective tax rate in this
category, at 37.6%, while Alberta is the lowest at 29.9%. Newfoundland & Labrador
ranks second, at 37.6%, followed by New Brunswick at 36.9%. Prince Edward Island
(34.0%, sixth), and Nova Scotia (31.3%, eighth) are more competitive in this category.

When looking at couples with one child and income over $100,000, Newfoundland &
Labrador stands out as the Atlantic province with the highest rate, at 25.4% and only
Quebec is higher at 26.5% in the entire country. The three Maritime provinces are mid-
dle of the pack in this category, with Nova Scotia ranking fifth (22.9%), New Brunswick
seventh (22.5%), and Prince Edward Island eighth (22.4%). The east-west pattern is
less pronounced for couples with one child. Quebec and Newfoundland & Labrador
maintain fairly high personal income-tax rates compared to British Columbia and
Saskatchewan, which maintain the lowest. However, most of the remaining provinces,
including the Maritime provinces are clustered together in between with rates ranging
from 22.4% in Prince Edward Island (ranked eighth) to Ontario at 24.6% (third).
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Table 3: Effective tax rates (%) with taxable income above $100,000, couple with one child,
by province, 2021

$100,001- $150,001- above all above
$150,000 $250,000 $250,000 $100,000
Rate Rank Rate Rank Rate Rank Rate Rank

Canada 17.2 222 34.8 24.0
Newfoundland & Labrador 18.7 3 24.7 4 37.6 2 25.4 2
Prince Edward Island 17.4 6 25.7 1 34.0 6 224 8
Nova Scotia 20.1 2 253 3 31.3 8 229 5
New Brunswick 18.4 4 23.8 6 36.9 3 225 7
Quebec 20.1 1 25.6 2 37.6 1 26.5 1
Ontario 16.4 7 215 8 35.7 5 24.6 3
Manitoba 182 5 245 5 35.9 4 23.2 4
Saskatchewan 16.2 8 21.8 7 30.5 9 20.7 9
Alberta 15.8 9 211 9 29.9 10 225 6
British Columbia 14.3 10 18.9 10 323 7 20.3 10

Source: Authors' calculations using SPSD/M 29.0.

4. Couples with two children

Finally, the effective personal income-tax rates for families with two children are dis-
played in table 4, again separated by three ranges of income. For those families with
income in the $100,001-to-$150,000 range, the province imposing the highest effect-
ive personal income-tax rate is Quebec, at 20.9%. The lowest ranking province is
British Columbia, at 15.3%, while the national average is 18.2%. Nova Scotia is the
Atlantic province with the highest effective personal income-tax rate, at 19.7%, second
in Canada. Newfoundland & Labrador ranks fourth, at 19.4%, New Brunswick fifth, at
18.6%, and Prince Edward Island sixth, at 18.5%.

For families with two children and income in the $150,001-to-$250,000 range, the
national average effective tax rate is 23.0%. Quebec is the province with the high-

est effective rate at 27.1%; British Columbia has the lowest at 20.4%. Prince Edward
Island ranks second at 26.0%, with Nova Scotia third, at 25.7%, and Newfoundland &
Labrador fourth at 25.1%. New Brunswick ranks sixth, at 24.3%.
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Table 4: Effective tax rates (%) with taxable income above $100,000, couple with two
children, by province, 2021

$100,001- $150,001- above all above
$150,000 $250,000 $250,000 $100,000
Rate Rank Rate Rank Rate Rank Rate Rank

Canada 18.2 23.0 35.1 24.6
Newfoundland & Labrador 19.4 4 25.1 4 35.3 5 253 3
Prince Edward Island 185 6 26.0 2 33.0 8 23.1 6
Nova Scotia 19.7 2 25.7 3 37.0 2 26.1 2
New Brunswick 18.6 5 24.3 6 33.3 7 21.9 9
Quebec 20.9 1 27.2 1 38.5 1 27.0 1
Ontario 17.6 7 223 7 35.4 4 249 4
Manitoba 19.4 3 244 5 36.5 3 24.8 5
Saskatchewan 16.7 9 211 8 30.1 10 211 10
Alberta 16.8 8 21.0 9 31.2 9 228 7
British Columbia 15.3 10 20.4 10 34.2 6 227 8

Source: Authors' calculations using SPSD/M 29.0.

Families with two children and income exceeding $250,000 face a national average
effective tax rate of 35.1%. In this category, Quebec has the highest effective personal
income-tax rate at 38.5%, while Saskatchewan is the lowest at 30.1%. Nova Scotia

is the highest taxed Atlantic province, at 37.0% (second nationally), followed by
Newfoundland & Labrador (35.3%, fifth), New Brunswick (33.3%, seventh), and Prince
Edward Island (33.0%, eighth)

For families with two children and over $100,000 in income, Quebec again ranks first

at 27.0%, followed closely by Nova Scotia at 26.1%, and Newfoundland & Labrador

at 25.3%. Prince Edward Island ranks sixth at 23.1%, while New Brunswick actually

has the second-lowest rate in the country, at 21.9%. The east-west divide is more pro-
nounced for couples with two children than for couples with a single child. Excluding
Manitoba in western Canada and New Brunswick and, to a lesser extent, Prince Edward
Island in eastern Canada, the higher personal income-tax rates exist in Quebec and east-
ern Canada and the lower rates in Ontario and western Canada.

fraserinstitute.org



Whalen, Eisen, and Li + High Tax Rates on Top Earners in Atlantic Canada and Quebec + 9

Having looked at various income ranges and family types, we see some general themes
emerge. In general, Quebec tends to have the highest effective personal income-tax
rates in Canada, ranking first or second in every family type for earners over $100,000.
Quebec is followed by Newfoundland & Labrador which ranks second or third in each
of those categories. Nova Scotia ranks fourth, fourth, sixth, and second. Prince Edward
Island is more mixed, depending on the family type, ranking first, third, eighth, and
sixth. New Brunswick is more competitive, ranking sixth, seventh, seventh, and ninth.
The provinces on the eastern side of Canada have higher effective personal income-tax

rates than those on the western side in most cases examined here.
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High Effective Personal Income Tax Rates
Driven by Low Thresholds

Part of the reason for Atlantic Canada’s high effective personal income-tax rates is the
relatively low income thresholds at which higher statutory tax rates apply. For example,
itis not only that the Atlantic provinces may have higher marginal tax rates at various
levels of income, but that those tax rates apply at lower levels of income. Taken together,

these two dynamics result in higher effective income-tax rates.

In order to add to the data on effective income tax rates, we will review these income
thresholds and applicable tax rates. Table 5 provides information on the lowest and high-
est applicable income thresholds for statutory personal income taxes across provinces,

which sheds light on differences between the provinces.

Nova Scotia has the lowest threshold for when the next (second) personal income-tax
rate applies: $29,590. In other words, Nova Scotia has the lowest amount of income
taxed at the lowest personal income-tax rate. Prince Edward Island has the second low-
est threshold at $31,894 and Newfoundland & Labrador ranks fourth ($38,081). New
Brunswick ranks sixth of the 10 provinces for the level of income taxed at the lowest
personal income-tax rate ($43,835). For comparison, Alberta has the highest income

threshold at $131,220 for its lowest personal income-tax rate.

The second factor to consider is the applicable personal income-tax rate. The Atlantic prov-
inces are in the middle of Canadian provinces for the statutory tax rate applied. Specifically,
Newfoundland & Labrador has the lowest rate in Atlantic Canada at 8.70% (third lowest

in Canada), followed by Nova Scotia at 8.79% (fourth lowest), New Brunswick at 9.68%
(fifth), and Prince Edward Island at 9.80% (sixth). Quebec applies the highest rate in its
lowest bracket, at 15.0%, while Ontario applies the lowest rate, at 5.05%.

Notable differences emerge, however, when looking at the range of income to which
these lowest rates are applied. For example, Prince Edward Island’s rate of 9.8% may
appear comparable to Alberta’s rate of 10.0%. Yet, in Alberta, this rate applies on the
first $131,220 of income, whereas in Prince Edward Island, it only applies on the first
$31,984 of income. In general, the Atlantic provinces apply their lowest rate to a limited
range of income compared to the rest of the country.
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Table 5: Lowest and highest thresholds ($) and applicable personal income-tax rates (%),
by province, 2021

Lowest Threshold Highest Threshold
Appliesover  Rank Tax rate Applies over  Rank Tax rate
Newfoundland & Labrador 38,081 4 8.70 190,363 7 18.30
Prince Edward Island 31,984 2 9.80 63,959 1 16.70
Nova Scotia 29,590 1 8.79 150,000 5 21.00
New Brunswick 43,835 6 9.68 162,383 6 20.30
Quebec 45,105 7 15.00 109,755 3 25.75
Ontario 45,142 8 5.05 220,000 8 13.16
Manitoba 33,723 3 10.80 72,885 2 17.40
Saskatchewan 45,677 9 10.50 130,506 4 14.50
Alberta 131,220 10 10.00 314,928 10 15.00
British Columbia 42,184 5 5.06 222,420 9 20.50

Sources: Government of Canada, 2022; Revenu Quebec, 2022.

Differences also emerge at the thresholds for the highest statutory tax rates across the
country. There is a wide range of income thresholds for the top statutory rate, with
Prince Edward Island applying its top personal income-tax rate at the lowest income
threshold of $63,969, while Alberta applies its top personal tax rate at the highest
level of income, $314,928. Newfoundland & Labrador ($190,363), New Brunswick
($162,383), and Nova Scotia ($150,000) and have the seventh, sixth, and fifth lowest.

The Atlantic provinces apply top statutory marginal tax rates that are generally higher
than other provinces. Specifically, Nova Scotia’s tax rate ranks second highest, at
21.00%, New Brunswick’s, third, at 20.30%; the tax rate in Newfoundland & Labrador
ranks fourth, at 18.30%, and in Prince Edward Island, sixth, at 16.70%. The result is a
larger share of income taxed at higher rates in Atlantic Canada. For example, a per-
son making just $65,000 in Prince Edward Island has already reached the province’s
top marginal tax rate of 16.7%. In comparison, there is no threshold at which Alberta
applies a rate that high (the highest rate is 15.0% and only applies after income has
reached $314,928).
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Share of High Income Earners by Province

Having established that Canadians earning high incomes in Atlantic Canada generally face
some of the highest effective personal income-tax rates in the country, we now look at
the numbers of high earners in the region as a share of all households (adjusted for popu-
lation). This provides insight into whether the region has a lower share of high-income
earners relative to the rest of the country. The main focus of this section is to compare the
share of high-income earners in each province to test the extent to which it is correlated
with the findings from the previous section showing that Quebec and the Atlantic prov-

inces tend to have higher personal income-tax rates than Ontario and western Canada.

The SPSD/M is again used to estimate the number of households in different income
ranges for each province as well as estimates for Canada as a whole.” This study defines
high earners as those individuals and families earning over $100,000. All four Atlantic
provinces have shares of households in the $100,001-to-$150,000 range that are below
the national average (table 6). In fact, the four Atlantic provinces are the four lowest
provinces in the country by this measure, with Nova Scotia ranking last, followed by
New Brunswick, Newfoundland & Labrador, and Prince Edward Island. Put differently,
the highest share in Atlantic Canada, New Brunswick (11.2%) is lower than the lowest
share in western Canada, which is Manitoba (12.5%).

Similar results follow at the two highest ranges of income, $150,001 to $250,000 and
$250,000 and above. The three western-most provinces—British Columbia, Alberta, and
Saskatchewan—plus Ontario have the highest shares of their population in both these income
ranges. The Maritime provinces occupy the bottom three positions at both income ranges.
Newfoundland & Labrador fares slightly better, ranking seventh and fourth at each level.

When looking at summary data, which combines all three ranges discussed above, we
see similar results. Prince Edward Island has the smallest share of families with a total
income above $100,000, New Brunswick has the second lowest, and Nova Scotia third
lowest among all provinces. Quebec is next, followed by Newfoundland & Labrador.
These data show that the Atlantic provinces are among those having the lowest share in

Canada of families with an income over $100,000.

7. One limitation of our analysis is that it does not adjust for age differences. For example, we know that
age and income are linked, so we would expect provinces with younger populations to have lower shares
of those earning higher incomes. However, this type of calculation is beyond the scope of this study and, in
this section, we simply present estimates of the number of these earners.
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Table 6: Number (000s) and share (%) of individuals and families by taxable-income group,

by province, 2021

$100,001- $150,001-
$150,000 $250,000
Number Share  Rank Number Share  Rank
Canada 2571.2 11.8 1474.8 6.8
Newfoundland & Labrador 32.3 10.9 8 15.6 53 7
Prince Edward Island 8.7 9.3 10 4.3 4.6 10
Nova Scotia 63.8 11.1 7 27.6 4.8 8
New Brunswick 49.0 11.2 6 20.6 4.7 9
Quebec 543.9 10.8 9 269.5 5.3 6
Ontario 1001.6 115 5 643.0 7.4 3
Manitoba 90.4 125 4 40.4 5.6 5
Saskatchewan 81.4 13.4 2 48.6 8.0 2
Alberta 3109 12.6 3 210.3 85 1
British Columbia 389.3 13.4 1 194.9 6.7 4
above all above
$250,000 $100,000
Number Share  Rank Number Share  Rank

Canada 501.9 2.3 4547.9 20.8
Newfoundland & Labrador 6.5 2.2 4 54.4 18.4 6
Prince Edward Island 1.4 1.5 8 14.4 15.5 10
Nova Scotia 7.7 1.3 9 99.1 17.2 8
New Brunswick 5.2 1.2 10 74.8 17.1 9
Quebec 78.4 1.6 7 891.8 17.6 7
Ontario 2171 25 3 1861.7 215 4
Manitoba 11.4 1.6 6 142.2 19.7 5
Saskatchewan 10.5 1.7 5 140.5 231 2
Alberta 85.0 3.4 1 606.2 245 1
British Columbia 78.5 2.7 2 662.7 228 3

Source: Authors' calculations using SPSD/M 29.0.

fraserinstitute.org



14 « High Tax Rates on Top Earners in Atlantic Canada and Quebec « Whalen, Eisen, and Li

Conclusion

The data presented show that the four Atlantic Canadian provinces generally impose
higher effective personal income-tax rates than the Canadian average across various
high-income thresholds and across various family types, including unattached individ-
uals, couples with no children, couples with one child, and couples with two children.
In other words, Atlantic Canada’s personal income-tax burden is consistently above
average for Canadians earning high incomes. The region also generally has, along with
Quebec, the lowest share of Canadians earning above $100,000 compared to Central

and, particularly, Western Canada.
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