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Foreword

The subject of tax compliance costs is not a new one. Over the years, a number 
of changes have been made to Canada’s tax code to address a variety of public 
policy objectives. However, these changes have added to the compliance burden 
faced by citizens, business owners, and tax professionals. It is no wonder that 
taxpayers have decried that complying with Canada’s expansive and intricate 
tax system has become increasingly onerous. It is time to re-examine the costs 
of compliance, and this is why the Fraser Institute’s study, titled The Compliance 
and Administrative Costs of Taxation in Canada, is especially welcomed.

This new report builds on the April 2010 study released by the Fraser 
Institute, which gathered information from Canadian tax filers about the time, 
effort, and costs involved in preparing and filing personal income tax returns. 
The 2010 survey presented some valuable estimates into how much an aver-
age Canadian tax filer must pay in order to comply with Canada’s tax code. 

The Fraser Institute has since undertaken a large-scale research project 
to update its 2010 study. Expanding the scope of study, the Fraser Institute’s 
latest report estimates that tax compliance and administrative costs have 
increased. As the authors document, the total tax compliance costs asso-
ciated with personal income taxes, personal property taxes, and business 
taxes ranged between $16.8 billion and $22.0 billion in 2007. By 2011, it cost 
between $19.2 billion and $24.8 billion to comply with these taxes. That’s an 
estimated increase of $2.4 billion to $2.8 billion in the last few years. 

©Ron Sangha 2012
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While compliance costs appear to be on the rise, the story remains con-
sistent. In short, compliance costs are an ineffective use of money, time, and 
resources. Total tax compliance costs are taking a sizable bite from Canadian 
taxpayers’ wallets and from Canada’s Gross Domestic Product (GDP)—as 
much as 1.4% for 2011, according to the Fraser Institute. This is a staggering 
price to pay in terms of lost opportunities—the cost, time, and effort that 
could have been better spent on more productive endeavours, instead of 
determining how much tax to pay. This foregone activity and lost productiv-
ity has enormous implications for the Canadian economy. 

One common observation made by the Fraser Institute and the Certified 
General Accountants Association of Canada (CGA-Canada) involves the rela-
tionship between tax compliance and tax complexity. Simply put, tax compli-
ance costs are high when the tax system is complex. In fact, many academ-
ics, economists, and organizations believe Canada’s tax system is overly and 
unnecessarily complex, and for many reasons. This realization was made 
crystal clear at CGA-Canada’s Summit on Tax Simplification in December 
2012, which brought together approximately 60 stakeholders, public officials, 
and thought leaders, including the Fraser Institute, to strategize on tax policy. 
Some participants said that tax complexity stems from the myriad of targeted 
tax credits introduced for certain individuals, particular industries, or sec-
tors of the economy. Other participants felt it could be the burdensome filing 
requirements, the difficult and dense language in the tax code, the frequency 
at which tax rules change, or the many uncertain draft provisions, which can 
linger for years without being passed by Parliament, that are to blame for the 
complexity in Canada’s tax system. 

Whatever the exact reason for the complexity, there is an overwhelm-
ing majority of Canadians who believe that Canada’s tax system is not getting 
any simpler. A national survey concerning Canadians’ views on taxes and tax 
credits, commissioned by CGA-Canada and conducted by Nanos Research 
in June 2012, found that less than one in ten (7.9%) believe the tax system is 
less complex than it was 10 years ago, and more than 62% of those surveyed 
said that having a simple tax system is important. Even more to the point, 
the same national survey indicated that a plurality of Canadians feel the tax 
system is moving in the wrong direction.

In fact, there is a growing consensus that Canada’s tax system is in 
desperate need of reform. Canada’s tax system can act as a barrier to busi-
ness, investment, competitiveness, and economic growth. Tax simplification 
would be in the best interest of taxpayers, businesses, governments, and the 
Canadian economy. Tax simplification would provide countless economic 
benefits—including lower tax compliance and administration costs—which 
translates into more money in the pockets of Canadians and a likely boost to 
the Canadian economy.
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In closing, CGA-Canada—which represents 75,000 Certified General 
Accountants and students—would like to congratulate the Fraser Institute for 
its contribution to this important public policy issue. Taxation is an inescap-
able fact of life that affects everyone, and we believe it is critical that Canadians 
understand the significant compliance costs associated with Canada’s com-
plex tax system. We commend the authors of the study and the Fraser Institute 
for taking the time and effort to estimate tax compliance and administrative 
costs with a view to increasing awareness of the impact these costs may have 
on our livelihood, our society, and our economy. The Fraser Institute’s find-
ings add to a growing body of research and a groundswell of public opinion 
that is calling on the federal government to make tax reform a public policy 
priority. Hopefully, this substance will bring a new solution. Only time will tell. 

Anthony Ariganello, CPA (DE), FCGA,  
President and Chief Executive Officer,  

CGA-Canada, Burnaby, B.C., April 2013
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Executive summary

Economic costs of taxation

There are a number of economic costs associated with taxes, some of 
which unfortunately, are almost always ignored or misunderstood. The 
direct and most visible cost of taxes is simply the tax itself. It is the 
amount of earnings that individuals or businesses forego when they pay 
taxes. Put simply, an individual earns income but only receives a por-
tion of it after paying for taxes. This is the direct cost of taxation: loss 
of income.

Another cost of taxes—which is often recognized but frequently 
not taken sufficiently into account in public policy discussions—is the 
incentive effects of taxes. As noted above, taxes create a wedge between 
what individuals and businesses earn and what they actually receive for 
their efforts. The incentive costs from taxes are a result of changed behav-
iour and foregone opportunities. For example, workers might decide to 
work less overtime because they deem the reward (that is, extra earnings) 
insufficient to compensate them for the extra effort. Similarly, businesses 
might decide to forego expansion or investing in new businesses if the 
after-tax reward (adjusted for risk) is insufficient. In both these cases, 
society is less well off because of decisions that were made, in part, due 
to the effects of taxes.

The costs associated with complying with the tax code are almost 
always ignored in public policy debates. Compliance costs include the 
time required to collect and organize receipts, accounting and other pro-
fessional fees, the time required to complete tax forms if professionals 
are not used, appeal costs if applicable, and the general costs of remitting 
returns. Similarly, the administrative costs incurred by governments to 
administer and collect taxes are often ignored. In both cases, one explana-
tion of this is the lack of quantitative estimates of these costs. This study 
will facilitate taking these costs into account.
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Updating tax compliance costs

Between 2007 and 2009, the Fraser Institute undertook a large-scale research 
project to update the estimates of tax compliance and administrative costs. 
Previous studies updating estimates of tax compliance costs relied on fairly 
dated research going back to the early 1990s.

Personal income taxes
The Institute’s researchers worked with an outside polling company, Leger 
Marketing, to update estimates used for calculating compliance costs for per-
sonal income taxes including the time spent on collecting, organizing, and 
completing tax returns, professional fees paid, and software and other tax 
assistance products.

Several methods were employed to estimate the cost of complying 
with personal income taxes in 2007. The results ranged between $4.0 billion 
and $5.8 billion. These estimates were then adjusted to calculate an estimate 
for 2011. The updated and revised estimates for 2011 for personal income tax 
compliance costs ranged between $4.6 billion and $6.7 billion.

Personal property taxes
The costs associated with filing and possibly appealing personal property 
taxes in 2007 were estimated at between $125.6 million and $219.6 million. 
Again, these estimates were revised to reflect 2011 values, which resulted in 
cost estimates between $138.6 million and $246.2 million.

Business taxes
A major part of the undertaking in this project was estimating the tax compli-
ance cost for businesses across a wide range of taxes. Surveys conducted by 
the Canadian Federation of Independent Business (2007) and the Canadian 
Chamber of Commerce (2009) were critical inputs to this process. The results 
for estimating the broad tax compliance costs for business were generally in 
line with previous studies. The range of estimates for business tax compli-
ance costs for 2007 were between $12.7 billion and $15.9 billion. Again, these 
figures were updated to reflect 2011 estimates, which ranged from $14.5 bil-
lion and $17.8 billion.

Total tax compliance costs
The sum of these various tax compliance costs for 2007 was between $16.8 
billion and $22.0 billion, representing between 1.1% and 1.4% of GDP in 2007. 
Adjusting for changes between 2007 and 2011, revised estimates for 2011 of 
total tax compliance costs ranged between $19.2 billion and $24.8 billion, 
with a share of GDP similar to that in 2007.
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Tax administration costs
The final component of the study entailed the compilation of tax adminis-
tration costs across the country. This includes the cost of collecting taxes, 
maintaining records, and managing appeals and investigations at the federal, 
provincial, and municipal levels. In 2007, the estimated cost of tax adminis-
tration was $5.2 billion. These numbers were updated for information avail-
able as of 2011, which resulted in a revised cost estimate for administration 
of $6.6 billion.

Additional insights
There are numerous insights contained in the publication with respect to the 
nature of costs incurred by individuals and businesses to comply with the 
federal, provincial, and municipal tax systems. There are two key insights 
worth highlighting and noting.

 Λ First, while the average total cost of compliance for personal income taxes 
rises with income levels in dollar terms, it declines as a share of income. In 
other words, while lower-income taxpayers incur a smaller tax compliance 
cost in dollar terms, as a share of income their cost is higher than it is for 
middle- and upper-income taxpayers.

 Λ Second, a similar effect is observed for businesses. While the dollar cost of 
complying with business taxes is lower for small and medium-sized busi-
nesses, as a share of revenues it is actually higher than for larger businesses.

Conclusion

In 2011, between $19.2 billion and $24.8 billion was spent complying with the 
personal and business tax system in Canada. An additional $6.6 billion was 
collectively spent by governments across the country administering the tax 
system. Should Canada choose to embark on fundamental tax reform, this 
could reduce these costs by simplifying the tax system.
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Introduction

This volume presents estimates of the administrative and compliance costs 
of taxes in Canada for 2007 and 2011. It represents the first comprehen-
sive update of all tax compliance (personal and business) and administrative 
costs since the early 1990s. These estimates allow us to better understand the 
impact of taxation on economic activity.

The study is divided into three main parts along with a short update 
for 2011 and supporting appendices. Part 1 presents results for individuals 
with respect to personal and property taxes. The results for individuals for the 
personal income tax were published in 2010 but are included here for com-
pleteness. Part 2 presents results for businesses using both data collected by 
the Canadian Federation of Independent Business (CFIB) and from a survey 
of large businesses. Part 3 presents administrative costs and a synthesis of 
compliance costs for 2007. In Part 4, estimates based on the main findings 
from 2007 are provided for 2011.
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 Part 1 The compliance costs  
incurred by individuals
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 1.1 Compliance costs for personal income taxes

Introduction

Because of the lack of recent evidence on the costs of tax compliance in 
Canada, the Fraser Institute undertook a major research project on the topic 
in 2008. In this publication, we report the results of a survey carried out in 
May 2008 of 2000 individuals who filed returns on their personal income 
tax for the year 2007. This allows us to obtain estimates for individuals of 
the compliance costs associated with the personal income taxes levied by 
the federal and provincial governments in Canada as well as Employment 
Insurance (EI), Canada Pension Plan (CPP), Quebec Pension Plan (QPP), 
and Quebec parental-leave insurance for 2007. The publication is divided 
in three parts: the first presents the survey; the second, the choices with 
respect to the completion of the 2007 tax return; and the third, the costs in 
time and money incurred by individuals. There are also three appendices 
that give the survey methodology, the questionnaire used (English version), 
and the methodology used to calculate the wage rate for non respondents 
to this question.

The survey

The costs of complying with taxes are rarely studied by official agencies 
of the government, be they tax or statistical bodies. This is shown in the 
comprehensive review of literature done by Vaillancourt and Clemens 
(2008). Researchers, therefore, must collect their own data, selecting a 
sample of respondents, individuals in this case. We hired the firm Leger 
Marketing to conduct a survey by telephone between April 21 and May 11, 

2008, of Canadians residing in the 10 provinces.1 A filter was used at the 

 1 The three territories were excluded because of the cost and difficulty of including them; 
they accounted for 67,920 of income tax returns filed in 2006 or 0.3% of tax-filers 
(24,141,700) in 2006. Also, we did not include a sample of those filing returns from 
outside Canada (78,780 in 2006) (Canada Revenue Agency, 2008f: Income Statistics 
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beginning of the interview to ensure that an income-tax form had been 
filed for the 2007 federal personal income tax. See Appendix A (p. 42) for 
the main characteristics of the survey and sample (tables A-1, A-2)2 and 
the characteristics of the tax-filers population for 2006 (table A-3). We 
will use these characteristics in the analysis of the aggregate results at the 
end of the paper. 

Dates
The dates of the survey were selected taking into account that the last date 
for filing on time a federal income tax form was April 30. Table 1 shows 
when respondents filed their income-tax returns:3 assuming a mid-point 
date of May 1 for the interview, about 70% of filers answered the survey 
no more than 45 days after filing their personal income-tax return4; using 
mid points of the various intervals, we estimate the elapsed time to be 35 
days on average.5 Thus, it seems plausible that the information provided 
is not greatly affected by the passage of time. The ideal situation would 
be for a sample of tax filers to be selected in advance and to provide them 
with a logbook in which they would record their various tax filing activ-
ities as they occurred. We are not aware of any study where this was done. 
Of those filing a federal tax return, 20.4% filed a 2007 Québec income-
tax return.6

2008, Basic Table 5, All Returns by Province and Territory. <http://www.cra-arc.gc.ca/
gncy/stts/gb06/pst/fnl/pdf/tbl5-eng.pdf>).

 2 The survey sampled a smaller proportion of men and a larger portion of women than is 
found in the Canadian population. The survey results are weighted to correct this imbal-
ance and ensure the results are representative of the Canadian population.

 3 In all tables of this study, numbers do not add to 100% due to rounding.
 4 Assuming a linear distribution in the 01/01–31/03 group ,we get 17.8 + 28 + 19.8 + 2.7 = 68.3.
 5 90 days × 0.119 + 45 × 0.356 + 20 × 0.28 + 5 × 0.198 = 33.3.
 6 Calculations by the author using answers to Q2. There were 5,893,000 Quebec personal 

income-tax returns filed in 2006 (Quebec, Ministère de Finances, 2006); this represents 
24.4% of all federal returns filed in 2006.

Table 1: Distribution of respondents (%) by date of filing their 2007 
personal income tax return, Canada

Filing interval 01/01–
28/02 

01/03–
31/03

01/04–
20/04

21/04–
30/04

After  
May

No  
answer

Unweighted % 11.9 35.6 28.0 19.8 2.7 2.2

Source: Calculation by the author using survey data unweighted.

http://www.cra-arc.gc.ca/gncy/stts/gb06/pst/fnl/pdf/tbl5-eng.pdf
http://www.cra-arc.gc.ca/gncy/stts/gb06/pst/fnl/pdf/tbl5-eng.pdf
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Questions asked
The questions asked in the survey are found in the questionnaire reproduced 
in Appendix B (p. 104). The questions were selected taking into account:

 Λ lessons learned from the previous survey on the compliance costs of the 
personal income tax in Canada;

 Λ comments made by reviewers at the Fraser Institute and outside reviewers 
on a draft questionnaire;

 Λ the complete lack of information on the cost of complying with the 
property tax for individuals;

 Λ the need to administer a questionnaire of reasonable length and complexity;

 Λ the need to meet a reasonable budget constraint in carrying out the survey.

Tax-related questions
There are 40 tax-related questions, grouped as follows.

 Λ Three questions on filing or not, and if so when, a federal and a Québec 
income tax return (Q1, Q1a, Q2).

 Λ 17 questions (Q3–Q5n) on time or money spent on various tax filing 
activities, most questions asked of one type of tax filer only since Q5 asked 
respondents to sort themselves out as follows: 

 Λ Yourself using a paper form
 Λ Yourself using software you purchased and installed on your 

computer 
 Λ Yourself using software on the Internet
 Λ A not for profit group that was not paid for its service 
 Λ A friend or family member who was not paid for their service 
 Λ A tax preparer that you paid. 

 Λ That done each subset was asked questions such as these: 

 Λ And how much did you pay for this software that you purchased 
and installed on your computer? Please stop me when I get to the 
purchase price category

 Λ How much time did you spend completing your 2007 tax return(s)?

 Λ Four other questions (Q6–Q9) on tax filing and tax planning.
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 Λ Two questions (Q10–Q11) on income sources (13 kinds such as self-
employment income) and use of tax law provisions (10 provisions such as 
Education and tuition amount for self or transferred).

 Λ Five questions (Q12–Q14) on interactions with the Canada Revenue 
Agency and Revenu Québec particularly on tax appeals. 

 Λ Two questions (Q15–Q16) on preparing income tax returns for others.

 Λ Seven questions (Q17–Q21) on the compliance costs of the property tax.
In addition, there were 10 demographic (D1–D8) and income questions.

Table 2 presents information on who prepared the 2007 federal tax returns 
for which compliance costs will be presented below. It is the only table where 
we present the relevant information in both unweighted and weighted form. 
This allows the reader to see that the impact of weighting is not substantial 
and, from here on, only weighted results are reported and discussed. There 
are three key findings shown in table 2.

1 51% of returns were prepared by a paid tax preparer. This means that we 
have a precise figure in dollars directly obtained from the respondents on 
part of the direct cost of preparing a tax return for half our sample.

2 31% of returns were prepared by the respondents themselves. This means 
that we obtain information on the amount of time required to do so 
directly from the individual putting in this time but that we must calculate 
a cost in dollars for these returns and for the time for some activities of 
users of paid and unpaid preparers. This requires us to put a value on the 
time used in compliance activities.

3 18% of returns were prepared either by a friend or family member or by a 
not-for-profit (NFP) group or similar organization. Here we have indirect 
information on the time required to prepare a tax return and we must 
calculate a value for this time. This is clearly less precise than the use of an 
amount paid to a tax preparer.

One can compare the results in table 2 to the situation in 1986 (Vaillancourt, 
1989: 105) only when aggregating the 2007 data. We find that between 1986 
and 2007 the use of paid preparers has increased from 39% to 51% of filers 
while help from friends or family members has decreased from 28% to 16%; 
self preparation remains more or less the same, going from 33% to 31% of tax 
filers. This may indicate that tax matters have become more complex over 
time, that networks of family and friends have shrunk over time, or both. We 
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can also compare partially these results with those reported in Vaillancourt 
and Clemens, 2008 (69, table 3.1), where we find that 45% of tax returns in 
2005 were prepared and filed by tax preparers (including discounters).

Amongst those using software on their computer, 78% use a Quicktax™ 
product; the only other product with a significant number of respondents 
is Ufile™ with 11% of the users. In the case of internet software, the product 
shares are 40% for Quicktax™ and 28% for Ufile™.7

To calculate the total cost of complying with the personal income tax 
in 2007, we thus need to calculate the value of the time spent on compliance 
activities. We do this using the market wage reported by respondents when 
available. However, both the use of a value of time set by assumption and the 
calculation of a imputed wage was necessary as some individuals did not report 
their wage rate; they answered “I don’t know” or refused to answer the ques-
tion. The sample was divided among those who did not report a wage rate (514 
individuals), those who reported a wage (1,071 individuals), and those who 
answered “I don’t know” or refused to answer (415 individuals). For those who 
did not report a wage, an examination of the data showed that the vast major-
ity of them were the individuals who reported being “retired.” Although those 
individuals do not have a wage, the time spent on income tax matters is not 
valueless: an imputed value of time of $10 per hour was attributed to them.8 
For  individuals who answered “I don’t know” or refused to answer, we esti-
mated the market wage by ordinary least square, based on the individual char-
acteristics. The dependent variable was the natural logarithm of the wage rate 

 7 These percentages come respectively from answers to questions Q5B and Q5E. 
Commentators agree that Quicktax™ is the most popular product in Canada but do not 
provide specific shares (see, for example, Kapica, 2007, February 21).

 8 The minimum hourly wage was highest in British Columbia and Ontario in 2007 at 
$8.00 while in Quebec it was $7.75, with the lowest set at $7.00 (CBC News, 2007, 
February 1). So the Canadian average was about $7.75. The average hourly wage for hourly 
paid employees in 2007 was $18.95 (Statscan, 2009b: CANSIM Table 281-0030: Average 
hourly earnings for employees paid by the hour) and thus the estimated net (after income 
tax) wage was $13.25. Hence, $10 was seen as a reasonable estimation of the value of the 
time of individuals not in the active workforce. We examine in the discussion of the over-
all compliance costs the sensitivity of our results to this choice.

Table 2: Percent of tax filers by tax preparation mode, Canadian personal income-tax filers, 2007

Self using 
paper form

Self using 
software on 

own computer

Self using 
internet based 

software

Not-for-profit 
group (NFP)

Friend 
or family 
member 

Paid tax 
preparer 

No answer 

% unweighted 14.4 11.8 4.5 1.8 15.9 51.2 0.6

% weighted 14.5 12.0 4.6 1.6 15.9 50.8 0.5

Source: Calculation by the author using survey data, unweighted and weighted 
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while the independent variables used were sex, schooling, age, marital status, 
and region. Data from individuals who reported a market wage and provided 
information on the five independent variables were used  to estimate a mar-
ket wage equation (1,053 observations). The regression is found in Appendix 
C (p. 54). The relevant coefficients of the regression were then multiplied by 
the individual characteristics of the individuals who answered “I don’t know” 
or refused to answer, to calculate an imputed wage rate for each of them. Thus, 
reported wages, imputed wages, or imputed value of time are used to calculate 
the value of the time spent by individuals on compliance activities. 

For the time provided by NFP groups, we use the value of $10; this is 
based on the fact that these are often tax clinics run by student volunteers. 
For the time provided by a friend or family member, we use the value of time 
associated with the tax filer; we thus assume that the wages, reported by, or 
imputed to, (or $10) the tax filer are those of the friend or family member. This 
probably biases downward the value of this time as parents are more likely 
to prepare the income tax returns of their young children than the other way 
around (as can be inferred from table 3a).

Tax completion choices

We present in table 3a, table 3b, and table 3c the breakdown of those filing per-
sonal income-tax returns, between four types of tax preparers: [1] self using 
paper form; [2] self using software; [3] friend, family, or not-for-profit group; 
[4] a paid tax preparer. Table 3a sorts filers by sociodemographic character-
istics; table 3b, by income; and table 3c, by income tax characteristics. Since 
there was only a small number of users of internet-based software reported 
in table 2, we grouped these with filers who used software on their comput-
ers; similarly, those who had help from a not-for-profit group were grouped 
with those who had unpaid help from friends or family. This information 
on tax filing mode is important in the analysis of compliance costs since we 
show in table 4 that there are important cost differences among the various 
modes of tax filing. 

Results of table 3a

 Λ Men are more likely than women to prepare their own tax return.

 Λ The self-preparing mode increases in frequency with age from 18–24 to 
45–64 and then drops off. The use of software among those preparing tax 
returns themselves is highest in the 25–34 group and lowest among those 65 
and older, as shown by the ratio in the rightmost column. The use of software 
also increases with education as does the importance of self preparation.



10 / The Compliance and Administrative Costs of Taxation in Canada

fraserinstitute.org

Table 3a: Percentage of tax filers using a preparation mode, by sociodemographic characteristics 
of tax filers, personal income tax, Canada, 2007

Self using 
paper form  

(%}

Self using 
software  

(%)

Friend, family, 
or not-for-profit  

(NFP) group  
(%)

Paid tax 
preparer 

(%) 

Self using 
software/self 
using paper 

(ratio)

Sex
Men 15.3 18.4 17.2 49.1 1.2

Women 13.9 15.0 18.1 53.0 1.1

All tax filers 14.4 16.3 17.7 51.5 1.1

Age
18–24 9.0 13.4 26.9 50.7 1.5

25–34 9.1 21.3 19.7 50.0 2.3

35–44 13.3 17.9 17.3 51.5 1.3

45–54 13.9 22.2 13.2 50.7 1.6

55–64 18.8 15.9 18.5 46.9 0.8

65+ 14.1 7.6 19.4 59.0 0.5

Education
Less than high school 8.5 3.9 29.7 57.9 0.5

High school completed 11.4 11.8 22.2 54.6 1.0

Some post secondary schooling 15.8 15.8 12.0 56.5 1.0

Some university schooling 15.3 18.8 18.3 47.6 1.2

Completed college degree 12.6 15.8 15.8 55.8 1.3

Completed undergraduate degree 18.3 24.0 10.4 47.3 1.3

Post-graduate degree 21.0 25.7 15.0 38.3 1.2

Marital status
Married 13.0 17.8 15.4 53.8 1.4

Single 17.5 16.6 19.6 46.3 0.9

Other 15.8 10.6 24.8 48.8 0.7

Language skills
Poor knowledge of English or French 14.3 16.8 17.6 51.3 1.2

Good+ knowledge of English or French 14.8 16.4 17.8 51.0 1.1

Region
Atlantic 17.4 8.3 30.3 43.9 0.5

Québec 14.8 12.0 19.9 53.2 0.8

Ontario 12.7 19.3 17.3 50.7 1.5

Prairies 14.2 22.1 12.4 51.2 1.6

British Columbia 18.7 11.6 14.1 55.6 0.6

Note: percentages in first four columns sum across rows.

Source: calculations by the author using survey data.
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 Λ The use of paid preparers is highest among those 65 and older and by 
married individuals. Regionally, use of paid tax preparers in highest in 
Quebec and British Columbia.9

 Λ Language skills have no impact on the choice of a tax preparation mode.

Table 3b shows that the use of paid preparers is significantly higher when 
taxable income is above $100,000.10 Paid preparers are more often used by 
individuals with more complex sources of income such as self-employment 
or rents than by those with income from wages and salary.

Table 3c shows that paid preparers are used more often by those using 
the provisions of the Income Tax act associated with less common types of 
investment in natural resources, the investment credit, or stock options. Late 
filers are the least likely to use a paid preparer, perhaps because the supply 
has dried up by then.

Results not reported here show that from 1986 to 2007 there has been 
a growth in the use of accountants (and, to a lesser extent, lawyers) by tax fil-
ers using paid tax preparers. These now account for 64% as opposed to 51% 
of paid tax preparers; the share of private individuals has slipped from 13% 
to 10% while the share of firms specializing in tax preparation has gone from 
36% to 24% (Vaillancourt, 1989: 105). Overall, the patterns observed in 2007 
in terms of the use of a paid preparer also hold for the use of an accountant: 
individuals with more complex types of income such as self-employment 
or rental or who use more complex aspects of the tax law such as natural 
resources provisions are more likely to use an accountant than other types 
of paid tax preparers.

The costs of complying

In the following discussion of the costs of complying with personal income 
taxes in Canada, we exclude outliers; these are responses that were more than 
twice the standard error above the mean for any answer to a compliance-cost 
question. We did this after examining the data file and finding abnormalities in 
terms of jumps in values or clustering. This strengthens our analysis by ensur-
ing that the values of compliance costs reported in this study for a specific 
characteristic are a minimum and not driven up by a few wayward responses.

 9 The Atlantic region encompasses the provinces of Newfoundland & Labrador, Prince 
Edward Island, Nova Scotia, and New Brunswick; the Prairies encompasses the provinces 
of Manitoba, Saskatchewan, and Alberta.

 10 Income was collected by income ranges and is defined in Question D6 as the taxable 
income reported on your 2007 federal income-tax return.
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There are two main reasons to file an income tax return in Canada. 
One is to be in compliance with the tax laws and to pay the required amount, 
which may mean an additional payment at the time of filing or the receipt of 
a refund. The second is to gain access to social programs delivered through 
the tax system, such as the child tax benefit, or those that require a proof of 
income, a notice of assessment supplying one such proof. The costs of fil-
ing a return for the second reason can be interpreted as social-policy costs 
rather than tax-compliance costs but they are linked to the tax system and, 
for many individuals, are not easily separated out as the tax return may have 
been filed for both reasons. We return to this issue in the discussion of over-
all compliance costs.

Table 3b: Percentage of tax filers using a preparation mode, by level and type of income of tax 
filers, personal income tax, Canada ,2007 

  Self using 
paper form  

(%}

Self using 
software  

(%)

Friend, family, 
or not-for-profit  

(NFP) group  
(%)

Paid tax 
preparer 

(%) 

Self using 
software/self 
using paper 

(ratio)

Income
Less than $10,000 14.4 9.9 28.4 47.3 0.7

$10,000–$29,999 15.4 11.7 21.1 51.8 0.8

$30,000–$49,999 13.7 18.9 18.3 49.1 1.4

$50,000–$69,999 16.4 22.3 9.7 51.7 1.4

$70,000–$99,999 12.0 30.3 12.0 45.8 2.5

$100,000–$149,999 14.9 21.3 4.3 59.6 1.4

$150,000 and greater 14.3 17.9 10.7 57.1 1.3

Type of income
Wages and salary 14.8 20.7 15.5 49.1 1.4

Self-employment income 8.5 16.4 6.6 68.5 1.9

Child tax benefit 9.3 19.0 18.1 53.6 2.0

Government transfer payment 14.4 10.7 24.3 50.7 0.7

Private pension 19.0 13.3 13.3 54.5 0.7

Interest income 16.6 19.9 11.6 51.9 1.2

Dividend income 12.5 21.3 10.8 55.5 1.7

Rental income 6.9 14.5 15.9 62.8 2.1

Capital gains 15.1 21.6 8.2 55.2 1.4

Other investment income, Canadian 12.7 16.0 12.3 59.0 1.3

Investment income, non-Canadian 13.6 23.9 11.4 51.1 1.8

Labour income, non-Canadian 11.1 33.3 11.1 44.4 3.0

Pension Income, non-Canadian 15.8 5.3 18.4 60.5 0.3

Note: percentages in first four columns sum across rows.

Source: calculations by the author using survey data.
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The findings reported in the tables 4a to 7c and discussed are mean 
findings. Values for characteristics with less than 20 respondents are not 
reported11 as they could be unduly influenced by one or two answers. These 
results do not allow us to see how one characteristic or another has an impact 
as such on the resources allocated to various tax compliance activities. Why? 
Because there may be interactions between various characteristics. For 

 11 The choice of a cut-off number in statistical analysis is always a trade-off between more 
precision with a higher number and more results with a lower cut-off or none. One number 
often used is 30 as it is associated with a normal law distribution. We chose 20 since it is 
equal to 1% of our sample. Such cases are marked in the tables with “nc,” i.e., not calculated.

Table 3c: Percentage of tax filers using a preparation mode, by tax-related choices, tax filers, 
personal income tax, Canada, 2007

Self using 
paper form  

(%}

Self using 
software  

(%)

Friend, family, 
or not-for-profit  

(NFP) group  
(%)

Paid tax 
preparer 

(%) 

Self using 
software/self 
using paper 

(ratio)

Experience with tax system
4 years or less 11.6 11.6 25.3 51.6 1.0

5–9 years 7.6 20.2 16.8 55.5 2.7

10 years or more 15.2 16.3 17.4 51.1 1.1

Date return filed
January 1–February 28 15.7 13.6 23.3 47.5 0.9

March 16.9 15.8 18.8 48.5 0.9

April 1–20 10.3 15.6 17.3 56.8 1.5

April 21–30 16.1 20.4 12.0 51.5 1.3

May 1 and later 13.2 26.4 17.0 43.4 2.0

Tax law provisions used
Natural resources 12.5 7.5 15.0 65.0 0.6

Education and tuition 9.0 22.8 14.8 53.4 2.5

Stock options 8.5 14.1 16.9 60.6 1.7

LSVCC 14.3 21.4 14.3 50.0 1.5

Medical expenses 11.9 15.3 15.3 57.6 1.3

Child fitness 13.0 28.0 12.4 46.6 2.2

Urban transit 13.8 30.4 21.0 34.8 2.2

Pension income splitting 13.9 14.4 13.9 57.9 1.0

Foreign tax credit 19.7 31.1 8.2 41.0 1.6

Investment credit 13.0 13.0 6.9 67.2 1.0

Note: LSVCC =  Labour Sponsored Venture Capital Corporation; percentages in first four columns sum across rows.

Source: calculations by the author using survey data.
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example, income first increases then decreases with age; hence if one finds 
that compliance costs increase with both, is it because of income or of age? 
We will thus present some multivariate results in table 8. 

Six categories of costs in time or money

1 Time on direct compliance is the sum of time spent readying and sorting 
tax-related information, time gathering documents, time preparing return, 
time meeting preparers (paid and unpaid), and time of unpaid preparers. 
The first two activities are undertaken by all tax filers while the last three 
are undertaken according to the tax-filing mode selected. We present 
information on the time allocated to each activity in table 5. 

2 Time on appeals and planning is the sum of time spent on these two items. 
These are activities engaged in only by a subset of individuals, one that is 
fairly small in the case of tax appeals. Hence, in table 6 we examine the 
time allocated to these activities in conjunction with the frequency of 
these activities.

3 Total time is the sum of the previous two categories. This sum is 
calculated using individual observations and not the means in the tables. 
We then apply the outlier rule to this sum; hence, it can differ from the 
sum of the means.

4 Spending on direct compliance is the sum of payments to tax preparers (the 
main expense), costs of purchasing software, and out-of-pocket expenses 
(such as postage and photocopies). These costs are presented in table 7.

5 Total cost of direct compliance is the sum of the value in dollars of time spent 
on direct compliance, calculated as the amount of time of each individual 
multiplied by his/her wage rate (as reported in the survey or as calculated 
as discussed above or an assumed rate of $10), plus the total spending on 
direct compliance.

6 Total cost of tax activities is the value of time and dollars spent on direct 
compliance activities and on appeals and planning.

Overall compliance activities

The main findings on compliance costs are summarized in tables 4a to 4c. 
Table 4a shows that:

 Λ Men incur higher compliance costs than women for all six items.
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 Λ Direct and total compliance costs ($) first increase, then decrease with age, 
peaking in the 35–54 age range, while the three time items show a slight 
downward trend with age.

 Λ Compliance costs of individuals with a post-graduate degree are twice 
those of individuals with less than high-school education. There is an 
upward trend for all three time items but none for direct spending.

 Λ Married tax filers have higher compliance costs than others for all six items. 
Their use of various child-related provisions of the income-tax law such as 
child-care expenses, RESP, and so on may explain this in part.

 Λ Total compliance costs increase from east to west, in part due to higher 
wages. The total time spent in Atlantic Canada is actually higher than 
in the Prairies (8.30 versus 8.03 hours) but the direct compliance is $69 
higher in the Prairies with only $26 due to higher spending on direct 
compliance. 

 Λ The degree of knowledge of English or French has no impact on these six 
categories.

Table 4b shows that:

 Λ All six compliance categories increase in absolute value with income but 
the values of the last three items decrease as a share of income; this is 
illustrated for all compliance activities in figure 1. The ratio goes from 3.3% 
for the lowest income group to 0.9% for the second to 0.5% for the third 
and then tapers off at 0.3%.

 Λ Compliance costs are highest (above $300) for those receiving self-
employment income, rental income, or income from capital gains or 
foreign investment.

Table 4c shows that:

 Λ Direct compliance costs are highest for filers using a paid preparer 
followed by self filers using software and lowest for those having it 
prepared by an not-for-profit (NFP) group or friend or family member 
without payment.

 Λ Time costs decrease with years of experience with the tax system but 
dollar costs increase with years of experience; it appears there is some 
learning by doing.
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Table 4a: Total costs (time or $), by sociodemographic characteristics of tax filers, personal 
income tax, Canada , 2007

Time spent 
on direct 

compliance 

Time 
spent on 

appeals and 
planning 

Total  
time 

Spending 
on direct 

compliance
($) 

Total value 
of direct 

compliance 
($)

Total value 
of all 

compliance 
activities ($)

Sex
Men 5.65 2.46 8.41 61.90 203.51 253.79

Women 4.87 1.80 6.76 60.90 154.15 193.43

All tax filers 4.99 1.97 7.16 61.39 173.25 216.53

Age
18–24 5.67 2.44 7.64 48.77 122.56 148.59

25–34 4.73 1.89 6.83 57.27 158.87 205.75

35–44 5.77 2.49 8.90 58.69 204.91 281.36

45–54 5.07 2.01 7.56 61.12 200.00 249.45

55–64 5.47 2.18 7.30 62.95 177.61 207.91

65+ 5.09 1.93 7.30 67.05 162.68 194.66

Education
Less than high school 4.24 1.06 5.22 56.42 134.14 159.50

High school completed 4.85 1.64 6.76 60.25 161.83 189.12

Some post secondary schooling 5.09 2.09 7.46 69.24 188.50 237.15

Some university schooling 5.43 2.20 7.91 58.78 156.19 195.13

Completed college degree 4.93 1.89 6.90 69.13 185.37 232.76

Completed undergraduate degree 5.83 2.49 8.46 59.42 205.14 259.87

Post-graduate degree 6.48 3.82 10.50 59.38 224.78 303.25

Marital status
Married 5.58 2.38 8.18 68.66 200.23 253.19

Single 4.77 1.61 6.43 44.81 135.89 167.89

Other 4.45 1.68 6.39 51.83 142.49 168.50

Language skills
Poor knowledge of English or French 5.26 2.31 7.72 61.73 182.16 231.61

Good+ knowledge of English or French 5.30 2.14 7.65 61.31 179.60 225.17

Region
Atlantic 5.23 2.42 8.30 47.32 139.87 186.34

Québec 5.07 1.31 6.78 57.97 157.48 182.31

Ontario 5.15 2.41 7.57 58.53 178.82 225.78

Prairies 5.47 2.47 8.03 73.32 209.53 273.64

British Columbia 5.87 2.45 8.59 71.55 206.38 259.86

Source: calculations by the author using survey data.
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 Λ Four of the six items increase with later dates of filing.

 Λ All compliance activities costs are highest (above $340) and very similar 
for those making use of tax provisions related to natural-resources stock 
options, and LSVCC.12 Those making use of the foreign tax credit and the 
fitness credit have the next highest costs.

Time spent on specific tax-filing activities
Tables 5a to 5c report the time spent on five tax-filing activities associated 
with various characteristics of our respondents and provide details of the 
activities grouped together in column 1 of table 4. In each case, it is the 
mean value for individuals that engaged in the specific activity noted in the 
column heading that is reported in the relevant column, with the exception 
of the line marked all tax filers. Why? Because some questions were asked 
of all tax filers (e.g., Q4: How much time did you spend gathering informa-
tion?), while other questions were asked only of those who engaged in the 
relevant behavior. For example, only those using a tax preparer are asked 
how much time they spent meeting with a tax preparer. But, to measure 
the burden for all tax filers and thus the compliance costs as a whole for 
society, one must use the mean time for all tax filers. Of course, the mean 
time for all will be lower; for example, if 25% of tax filers report spending 
four hours on a tax-filing activity and 75% zero time, the average over all 
filers will be one hour. 

 12 LSVCC stands for Labour Sponsored Venture Capital Corporation, a type of savings that 
attracts a favorable tax treatment. See Cumming and MacIntosh, 2007 for more details.
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Note that the sum one can calculate for the five types of time of “All 
tax filers” (row 3, table 5a), which is 4.38 hours, is not equal to the figure, 
4.99, shown for “All tax filers” (column 1, row 3, table 4a) because, in table 5, 
we removed outliers for each column while for the first column of tables 4a, 
4b, and 4c we did this for the total rather than for each of the five elements; 
hence it would only be by chance that these numbers would be equal, since 
the individuals remaining are not the same. Each table is valid for its own 
purpose, which for table 5 is an analysis of five activities spent complying with 
taxes and for table 4 is an analysis of the total time spent complying with taxes. 

Table 4b: Total costs (time or $), by level and type of income of tax filers, personal income tax, 
Canada, 2007

Time spent 
on direct 

compliance 

Time 
spent on 

appeals and 
planning 

Total  
time 

Spending 
on direct 

compliance  
($) 

Total value 
of direct 

compliance  
($)

Total value of 
all compliance 

activities  
($)

Income
Less than $10,000 4.58 1.70 6.66 50.12 129.42 166.39

$10,000–$29,999 5.20 1.90 7.29 52.49 144.30 179.63

$30,000–$49,999 5.07 1.92 7.00 59.29 176.07 214.48

$50,000–$69,999 5.66 2.11 7.98 66.85 196.10 261.30

$70,000–$99,999 5.85 3.75 10.81 74.03 245.39 339.55

$100,000–$149,999 5.99 3.40 9.40 95.71 359.01 471.09

$150,000 and greater 8.07 5.09 13.16 77.72 385.09 481.11

Type of income
Wages and salary 5.21 2.32 7.74 60.16 191.64 239.95

Self-employment income 7.40 3.55 10.74 103.25 292.03 389.32

Child tax benefit 5.82 2.49 8.60 64.00 201.10 253.83

Government transfer payment 5.32 2.00 7.31 56.80 155.34 188.26

Private pension 5.48 2.32 7.59 68.90 188.82 229.35

Interest income 5.94 2.76 8.97 68.05 214.78 270.72

Dividend income 6.05 3.10 9.55 75.40 233.00 294.71

Rental income 6.52 2.93 10.45 84.76 271.45 332.35

Capital gains 6.23 3.29 9.94 75.28 248.92 316.76

Other investment income, Canadian 5.89 2.79 8.63 68.97 228.72 297.67

Investment income, non-Canadian 6.95 3.37 11.11 72.08 252.12 320.37

Labour income, non-Canadian nc nc nc nc nc nc

Pension Income, non-Canadian 5.22 1.40 6.62 70.08 136.12 154.57

Source: calculations by the author using survey data; “nc” = not calculated.
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Table 4c: Total costs (time or $), by tax-related choices of tax filers, personal income tax,  
Canada, 2007

Time spent 
on direct 

compliance 

Time 
spent on 

appeals and 
planning 

Total time Spending 
on direct 

compliance
($) 

Total value 
of direct 

compliance 
($)

Total value 
of all 

compliance 
activities ($)

Return completion mode

Self, paper 5.79 2.68 9.08 5.20 129.37 167.33

Self, software 6.07 2.93 9.02 33.27 182.75 251.29

Family / friend / NFP without payment 5.66 1.26 6.86 9.79 109.80 135.26

Paid tax preparer 4.72 2.02 6.97 107.92 217.23 262.37

Experience with tax system

4 years or less 6.25 2.56 8.48 46.44 142.83 174.55 

5–9 years 5.05 2.09 6.67 58.74 167.17 192.25

10 years or more 5.21 2.12 7.58 62.37 181.19 227.89

Date return filed

January 1–February 28 4.34 1.55 5.78 52.06 154.37 187.05

March 5.20 1.83 7.25 52.35 162.16 201.36

April 1–20 4.94 2.06 7.30 70.97 183.60 225.19

April 21–30 6.28 3.09 9.68 68.81 208.99 269.22

May 1 and later 6.13 3.82 9.69 57.15 251.45 355.96

Tax law provisions used

Natural resources 7.80 1.40 15.01 80.09 234.35 340.32

Education and tuition 6.50 2.59 9.38 62.04 222.46 291.18

Stock options 6.73 3.11 9.93 78.10 276.53 344.68

LSVCC 6.32 2.48 8.80 80.12 273.13 343.76

Medical expenses 5.75 2.35 8.39 70.73 204.37 256.96

Child fitness 6.69 3.34 10.19 63.19 245.89 332.76

Urban transit 5.36 2.51 8.49 45.93 216.33 263.13

Pension income splitting 6.11 2.45 8.55 72.49 196.74 233.12

Foreign tax credit 8.22 5.11 14.51 66.95 249.31 311.36

Investment credit 5.99 2.78 9.51 85.15 248.73 298.24

Source: calculations by the author using survey data.
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The main findings of table 5a are that:

 Λ Whatever the tax-preparing mode chosen, tax filers spend 2.8 hours (sum 
of the first two columns) preparing themselves to complete their tax return 
or to have it completed.

 Λ Tax filers preparing their own tax returns devote almost two hours to doing 
this; this is very close to the time reported by tax filers for unpaid preparers 
for completing a tax return. Tax filers using paid or unpaid preparers spent 
one hour meeting with them, thus saving one hour but, of course, in some 
cases paying for the service when it is provided by a paid preparer.

 Λ Men spend more time than women on all five tax filing activities. 

 Λ Individuals aged 65 or older spend more time than others preparing their 
tax return while those aged 18 to 24 spend less time readying and sorting, 
perhaps because they have less diversified source of income, deductions, 
and credits.

 Λ Individuals with post-graduate degrees spend more time on preparation 
activities than others.

 Λ Married tax filers devote more of their time than others to tax activities.

 Λ Better knowledge of English or French has no impact on resources used 
and there is no obvious pattern to the regional differences in time allocated 
to tax-filing activities. 

Table 5b shows that:

 Λ Time spent on preparing activities increases with the level of income.

 Λ Greatest time spent on readying and sorting is linked to the receipt of 
non-Canadian investment income followed by three types of income with 
similar amounts of time —self-employment income, interest income, and 
income from capital gains. 

 Λ Greatest time on gathering information is linked to self-employment and 
rental incomes; this is perhaps linked to documenting expenses. 

 Λ Greatest time in completing the tax return is linked to two types of 
investment income—other Canadian and non-Canadian. This is probably 
due to the need to use more complex aspects of tax laws and regulations.
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Table 5a: Time for five activities by sociodemographic characteristics of tax filers, personal 
income tax, Canada, 2007.

Readying  
and sorting

Gathering 
information

Time of self 
preparers

Time of other 
unpaid preparers 

(friend, family, 
NFP group)

Time meeting 
with preparers 

(paid or 
unpaid)

Sex
Men 1.15 2.08 2.13 1.90 1.05

Women 0.98 1.68 1.82 1.99 0.97

All tax filers 1.03 1.77 0.57 0.33 0.68

Tax filers concerned 1.03 1.77 1.96 1.94 1.01

Age
18–24 0.71 1.96 nc nc 1.10

25–34 0.95 1.67 1.58 1.77 1.15

35–44 1.18 2.01 2.09 1.98 1.11

45–54 1.07 1.78 1.87 1.77 1.05

55–64 1.06 1.98 1.85 1.75 0.95

65+ 1.08 1.89 2.47 2.22 0.89

Education
Less than high school 0.95 1.37 1.75 1.97 0.93

High school completed 0.92 1.80 1.85 1.92 0.94

Some post secondary schooling 1.11 1.89 2.26 1.51 1.11

Some university schooling 0.98 1.88 2.02 1.93 1.05

Completed college degree 0.89 1.86 1.77 2.09 1.00

Completed undergraduate degree 1.26 1.83 1.87 2.32 1.09

Post-graduate degree 1.40 2.64 2.28 1.72 1.07

Marital status
Married 1.13 2.03 2.03 1.95 1.07

Single 0.93 1.66 1.78 2.14 0.95

Other 0.96 1.50 1.96 1.76 0.86

Language skills
Poor knowledge of English or French 1.07 1.96 1.95 1.96 1.03

Good+ knowledge of English or French 1.07 1.89 1.99 1.93 1.00

Region
Atlantic 0.93 1.67 2.56 1.88 0.97

Québec 1.04 1.50 2.13 2.00 0.88

Ontario 1.05 1.99 1.87 1.83 1.03

Prairies 1.18 2.07 1.78 2.05 1.24

British Columbia 1.08 2.26 2.21 2.26 0.95

Source: calculations by the author using survey data.
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Table 5c shows that:

 Λ Tax filers who prepare their own returns spend more time readying and 
sorting information than those who do not prepare their own tax returns. 
This is also true of those with little experience with the tax system (less 
than 4 years). 

 Λ The later you file before the deadline, the more time you spend on the 
various activities.

 Λ The use of the tax credit for foreign income is associated with the greatest 
time spent on readying and sorting documents and completing returns and 

Table 5b: Time for five activities by level and type of income of tax filers, personal income tax,  
Canada, 2007.

Readying  
and sorting

Gathering 
information

Time of self 
preparers

Time of other 
unpaid preparers 

(friend, family, 
NFP group)

Time meeting 
with preparers 

(paid or unpaid)

Income
Less than $10,000 0.93 1.53 1.88 1.76 0.89

$10,000–$29,999 0.93 1.73 2.09 1.78 1.04

$30,000–$49,999 1.02 1.70 2.06 1.77 1.05

$50,000–$69,999 1.24 1.79 1.78 1.52 1.09

$70,000–$99,999 1.19 2.23 1.65 nc 1.19

$100,000–$149,999 1.33 2.64 nc nc 0.96

$150,000 and greater 1.96 3.53 nc nc nc

Type of income
Wages and salary 1.09 1.89 1.91 1.86 1.08

Self-employment income 1.24 3.12 2.40 2.29 1.29

Child tax benefit 1.13 1.99 2.13 1.91 1.14

Government transfer payment 1.07 1.85 2.04 1.84 0.94

Private pension 1.06 2.09 2.64 2.06 1.05

Interest income 1.22 2.19 2.37 2.11 1.10

Dividend income 1.02 1.75 1.81 1.96 1.03

Rental income 1.17 3.00 1.95 1.76 1.08

Capital gains 1.29 2.31 2.81 nc 1.11

Other investment income, Canadian 1.12 2.42 3.15 1.82 0.97

Investment income, non-Canadian 1.53 2.65 3.07 nc 1.01

Labour income, non-Canadian nc nc nc nc nc

Pension Income, non-Canadian 0.95 1.47 nc nc 1.00

Source: calculations by the author using survey data; “nc” = not calculated.
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second greatest time spent gathering information (income from natural 
resources has the greatest gathering time associated with it). 

 Λ Using tax provisions for stock options, child fitness, and pension income 
splitting is linked to more time spent gathering information; the latter two 
are associated with more time spent completing returns.

One set of results not shown here indicates that individuals e-filing (65% of 
our respondents) spent about one-half hour less on direct compliance activi-
ties than those filing using a paper form. 

Time spent on tax planning and appeals  
To further our understanding of time spent on appeals and planning 
(column 2, tables 4a, 4b, 4c), one needs to examine the behavior of individ-
uals with respect to tax planning and tax appeals. Table 6 examines who 
does tax planning and who files tax appeals and how much time is devoted 
to these activities.

Tax planning
Table 6a shows that:

 Λ Only 45% of individuals allocate some time (one hour or more) to this 
activity; men devote more time than women.

 Λ Tax planning activities reach a peak in both the share of tax filers engaged in 
it (%) and time allocated to it (time) for individuals aged between 35 and 44.

 Λ Better educated tax filers or those who are married engage in tax planning 
more (%) and devote more time to it than others, while language skills have 
little impact on this.

 Λ Tax-filers in Quebec are substantially less likely to engage in tax planning 
and devote fewer hours than those residing in the other four regions 
of Canada. We do not know why;13 perhaps they are more accepting of 
publicly financed activities, perhaps the supply of tax-planning activities 
in French is lower than in English, perhaps it is more difficult to plan 
successfully when having to satisfy both the Canada Revenue Agency 
(CRA) and Revenu Québec (RQ), or perhaps they prefer to use the 
underground economy more extensively than tax filers in the rest of 
Canada.

 13 We rechecked the questions in French and English and they are identical, so results have 
not been skewed by the questionnaire.



24 / The Compliance and Administrative Costs of Taxation in Canada

fraserinstitute.org

Table 5c: Time for five activities, by tax-related choices of tax filers, personal income tax,  
Canada, 2007.

Readying  
and sorting

Gathering 
information

Time of self 
preparers

Time of 
other unpaid 

preparers 
(friend, family, 

NFP group)

Time meeting 
with preparers 

(paid or 
unpaid)

Return completion mode
Self, paper 1.43 1.81 2.26 — —

Self, software 1.39 2.10 1.75 — —

Family / friend / NFP without payment 0.82 1.47 — 1.94 0.88

Paid tax preparer 0.95 1.97 — nc 1.05

Experience with tax system
4 years or less 1.15 1.92 2.20 2.23 1.15

5–9 years 0.93 2.03 1.67 nc 1.24

10 years or more 1.07 1.86 1.99 1.92 0.99

Date return filed
January 1–February 28 0.77 1.48 1.66 1.67 1.00

March 1.13 1.75 1.82 1.86 0.96

April 1–20 1.03 1.74 1.99 2.00 0.99

April 21–30 1.17 2.35 2.28 2.20 1.13

May 1 and later 1.08 3.48 nc nc 1.22

Tax law provision used
Natural resources 1.28 3.56 nc nc 1.14

Education and tuition 1.26 2.26 2.09 1.94 1.10

Stock options 0.86 2.67 nc nc 1.18

LSVCC 1.45 2.21 nc nc nc

Medical expenses 1.13 2.15 2.20 2.13 1.03

Child fitness 1.28 2.57 2.46 2.32 1.30

Urban transit 1.26 1.92 1.90 1.76 1.30

Pension income splitting 1.28 2.48 2.46 2.00 0.98

Foreign tax credit 2.08 2.94 3.16 nc 1.36

Investment credit 0.98 2.42 2.71 nc 1.29

Source: calculations by the author using survey data; “nc” = not calculated.
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Table 6a: Tax planning and tax appeals decisions and time by sociodemographic characteristics 
of tax filers, personal income tax, Canada, 2007

Percent spending 
time on tax 

planning

Time spent on tax 
planning (hours)

Percent appealing  
a decision of 

revenue authorities

Time spent on 
appeal (hours)

Sex
Men 51.2 2.06 3.6 6.57

Women 41.3 1.61 1.6 2.53

All tax filers 45.2 0.95 2.4 0.11

Tax filers concerned — 1.84 — 5.27

Age
18–24 40.3 1.74 6.0 nc

25–34 45.5 1.60 1.6 nc

35–44 50.0 2.13 3.0 nc

45–54 46.1 1.74 2.8 nc

55–64 46.3 1.91 1.4 nc

65+ 41.4 1.77 2.3 9.11

Education
Less than high school 27.9 0.97 nc nc

High school completed 36.4 1.53 1.9 nc

Some post secondary schooling 48.4 1.96 2.7 nc

Some university schooling 46.3 1.85 2.6 nc

Completed college degree 43.2 1.50 1.3 nc

Completed undergraduate degree 53.5 2.16 2.6 nc

Post-graduate degree 68.4 3.05 4.2 nc

Marital status
Married 49.1 2.04 2.1 6.66

Single 40.4 1.43 2.9 nc

Other 36.2 1.47 2.4 nc

Language skills
Poor knowledge of English or French 49.7 2.01 2.8 4.77

Good+ knowledge of English or French 45.4 1.85 2.4 5.33

Region
Atlantic 50.4 1.94 3.8 nc

Québec 26.5 1.12 1.2 nc

Ontario 51.2 2.02 3.3 nc

Prairies 52.5 2.27 1.5 nc 

British Columbia 55.0 2.18 4.0 nc

Source: calculations by the author using survey data; “nc” = not calculated.
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Table 6b indicates that having a higher income is associated with more tax 
planning (% and time spent). Recipients of non-Canadian investment income 
are those who engage the most in tax planning. Those with self-employment 
and rental income also devote more time to this activity than others.

Table 6c shows that tax filers who prepare their own returns are more 
likely (%) to engage in tax planning and spend more time on it. Perhaps users 
of paid providers receive such services as part of the tax-return completion 
services they purchase and thus do not identify it as such. The later one files, 
the more likely one is to engage in tax planning or to devote more time to it. 
Finally, the use of the foreign tax credit is linked to more tax planning activity 
(% and time). One should note that the answers on tax planning are subject to 
both over- and under-estimation since respondents may report as tax plan-
ning activities linked to financial planning and may not report the implicit 
tax-planning component of financial planning activities. Since good quality 
advice on financial planning will take into account basic tenets of tax planning 
(such as holding interest-bearing investments inside RRSPs and not outside), 
the value of tax-planning activities is most likley underestimated in this study.

Tax appeals
The small number of individuals (2.4% of tax filers) appealing tax decisions 
yields a large number of empty cells (“nc”) in column 4, Time spent on appeal 
(hours), in tables 6a–6c.14 Men, younger or better educated tax filers, those 
with higher income, those with fewer years of tax filing experience, and those 
with more complex types of income such as that from capital gains or foreign 
sources; or using more complex provisions of the tax law such as those for nat-
ural resource or foreign tax credits are more likely to be appealing a decision. 

We do not know for sure how respondents interpreted this question: 
narrowly, as in a legal appeal, or broadly, as in interacting directly with the 
two revenue authorities (CRA and RQ). Canada Revenue Agency reports 
that the average time to resolve an income-tax dispute was 107 days (Canada 
Revenue Agency, 2007), so most disputes are resolved within one year. CRA 
resolved 85,000 disputes in 2006 for all taxes, a figure that is less than 1% of 
personal income-tax filers in 2007 (see table A-3). So, it seems plausible that 
our respondents answered using the broader definition of appeals. 

One aspect of the relationship between the CRA and Revenu Québec 
(RQ) on one hand and tax filers on the other is the request for documentation 
by either agency. We find that 7% of our respondents indicate having been 
asked for a document by either of these agencies in 2007. This percentage var-
ies from 5% for recipients of government transfer income to 15% for recipients 
of rental income; it is 7% for those with an income less than $10,000 and 21% 
for those with an income above $150,000. It is 5% for those who completed 
their own return using paper and 10% for those who did so with a computer.

 14 Because there were fewer than 20 respondents.
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Table 6b: Tax planning and tax appeals decisions and time, by level and type of income of tax 
filers, personal income tax, Canada, 2007.

Percent spending 
time on tax 

planning

Time spent on tax 
planning (hours)

Percent appealing  
a decision of 

revenue authorities

Time spent on 
appeal (hours)

Income level

Less than $10,000 38.8 1.51 2.4 nc

$10,000–$29,999 43.4 1.57 1.4 nc

$30,000–$49,999 49.0 1.70 1.7 nc

$50,000–$69,999 44.5 1.92 4.2 nc

$70,000–$99,999 64.8 3.22 4.2 nc

$100,000–$149,999 72.3 2.71 8.5 nc

$150,000 and greater 75.0 3.08 7.1 nc

Type of income

Wages and salary 49.1 1.94 3.9 4.93

Self-employment income 56.2 2.84 1.9 nc

Child tax benefit 48.2 2.01 2.4 nc

Government transfer payment 42.7 1.79 2.7 2.97

Private pension 50.6 2.08 3.2 5.53

Interest income 56.7 2.42 3.3 4.50

Dividend income 60.1 2.58 4.2 4.60

Rental income 55.2 2.80 4.8 4.48

Capital gains 61.5 2.71 5.6 4.47

Other investment income, Canadian 59.6 2.33 6.1 4.63

Investment income, non-Canadian 67.0 2.96 6.8 nc

Labour income, non-Canadian 61.1 1.92 5.6 nc

Pension Income, non-Canadian 30.8 1.57 6.6 nc

Source: calculations by the author using survey data; “nc” = not calculated.
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Table 6c: Tax planning and tax appeals decisions and time by tax related choices of tax filers, 
personal income tax, Canada, 2007.

Percent spending 
time on tax 

planning

Time spent on tax 
planning (hours)

Percent appealing  
a decision of 

revenue authorities

Time spent on 
appeal (hours)

Return completion mode 

Self, paper 62.7 2.24 3.1 nc

Self, software 64.04 2.56 1.53 nc

Family/friend /NFP without payment 30.90 1.08 2.27 nc

Paid tax preparer 39.2 1.74 nc nc

Experience with tax system
4 years or less 41.1 2.06 5.3 nc

5–9 years 46.7 1.43 2.5 nc

10 years or more 45.7 1.86 2.2 6.07

Date return filed
January 1–February 28 37.1 1.30 1.7 nc

March 42.8 1.62 2.2 3.01

April 1–20 45.4 1.79 3.3 4.04

April 21–30 54.4 2.56 3.8 9.61

May 1 and later 64.2 3.11 nc nc

Tax law provision used

Natural resources 65.0 3.32 7.5 nc

Education and tuition 54.8 2.17 3.1 nc

Stock options 59.2 2.10 7.6 5.27

LSVCC 42.9 1.73 3.6 nc

Medical expenses 48.8 2.02 2.9 7.6

Child fitness 60.6 2.71 4.7 nc

Urban transit 52.9 1.99 2.1 nc

Pension Income splitting 55.4 2.42 1.5 nc

Foreign tax credit 77.0 3.94 6.6 nc

Investment credit 59.1 2.23 2.3 nc

Source: calculations by the author using survey data; “nc” = not calculated.
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Amounts spent to hire others to prepare tax returns
Tables 7a to 7c present the amounts spent on tax preparers by those who use 
them, amounts spent on software by those who use it, and on small out-of-
pocket expenses. This is a disaggregation of column 4 of tables 4a, 4b, and 4c. 
We focus our analysis on spending on tax preparers. Why? First, as shown in 
the last column of table 7, out-of-pocket expenses are not very large, about 
$4 on average; they do not exceed $7 except for recipients of foreign pen-
sion income, who spend an average of $12 of out-of pocket expenses. This 
may indicate a need to acquire information from abroad. Second, spending 
on software also varies little across types of tax filers.

 Λ Tax filers using paid preparers spent $103. Spending peaks in the 55–64 
age group, for those with post-graduate degrees, and for married filers but, 
in general, older individuals and better educated ones spend more than 
other tax filers on tax preparers.

 Λ Language skills have no impact while spending is higher in the Prairies and 
British Columbia, perhaps reflecting the presence of self-employed farmers, 
fishermen, and forestry operators.15

 Λ Spending on tax preparers increases with income and is highest for those 
with self employment or rental income.

 Λ Spending is highest for those with more experience with the tax system 
and increases as people file later. The use of the foreign tax credit is 
associated with the highest amount spent on tax preparers. There is also 
higher spending by individuals claiming the child fitness credit (this may 
reflect family size) and the pension-splitting credit. 

Spending on tax planning and appeals
We do not provide a detailed look at spending on tax planning and tax appeals 
given that there would be a large number of empty cells in such a table if it 
were included in this paper. Only 13% of respondents spent at least $1 on tax 
planning for an average spending of $18 per spender. Spending on tax planning 
appears to be associated with new tax filers, that is, those aged 18–24 years, or 
those who have filed returns for less than five years. It is also associated with 
less common forms of income such as that from foreign sources or with the use 
of the foreign tax credit. Spending on tax appeals by those appealing was $36.

 15 Of returns classified by the Canada Revenue Agency as having farming as its main source 
of income, 50% were filed in the Prairies in 2006 (Canada Revenue Agency, 2008a: Final 
Basic Table 3: All returns by major source of inc., Alberta <http://www.cra-arc.gc.ca/gncy/
stts/gb06/pst/fnl/html/t03ab-eng.html>).

http://www.cra-arc.gc.ca/gncy/stts/gb06/pst/fnl/html/t03ab-eng.html
http://www.cra-arc.gc.ca/gncy/stts/gb06/pst/fnl/html/t03ab-eng.html
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Table 7a Specific amounts ($) spent, by socio-demographic characteristics of tax filers, personal 
income tax, Canada, 2007

Tax preparer  
($, users)

Cost software  
($, users)

Small out-of-pocket 
expenses ($, all)

Sex
Men 107.89 16.72 4.39

Women 99.18  14.25 4.37

All tax filers 49.26 1.25 4.38

Tax filers concerned 103.27  15.61 4.38

Age
18–24 77.52 nc 5.62

25–34 92.08 12.36 5.00

35–44 97.22  15.10 5.00

45–54 101.26 17.75 3.52

55–64 115.48 13.96 4.57

65+ 107.44 nc 3.69

Education
Less than high school 86.86 nc 4.86

High school completed 98.03 14.20 3.75

Some post secondary schooling 107.98 nc 3.88

Some university schooling 106.63 11.91 5.02

Completed college degree 107.56 nc 5.28

Completed undergraduate degree 106.30 16.97 3.72

Post-graduate degree 125.41 14.95 4.70

Marital status
Married 111.45 16.76 4.79

Single 80.84  11.22 3.68

Other 93.16 17.73 3.53

Language skills
Poor knowledge of English or French 105.93  14.91 4.18

Good+ knowledge of English or French 104.38 15.57 4.32

Regions
Atlantic 94.15 nc 3.48

Québec 89.01  18.43 5.54

Ontario 100.82 15.66 3.89

Prairies 124.75 16.49 4.59

British Columbia 121.63 nc 3.56

Source: Calculations by the author using survey data ; “nc” = not calculated.
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Multivariate analysis
Until now, we have presented evidence on mean costs in time or money for 
individuals with a specific sociodemographic characteristic or a given type 
of income, and so on. But the results associated with a given characteristic 
may be influenced by others: for example, income increases with schooling. 
Hence, to disentangle the impacts of various factors, we carry out multivari-
ate analysis using the technique of ordinary least squares. We do this for 
total time, spending, and total resources. This requires us to identify a refer-
ence category to which the other characteristics in a group can be compared: 
for example, we use the Atlantic region as the reference for regions and our 
results indicate how other regions differ from the Atlantic region. 

We must also decide what credibility to attach to our results. We use 
a system of none, one, two, or three asterisks (*). Results with no asterisk are 

Table 7b: Specific amounts ($) spent, by level and type of income of tax filers, personal income 
tax, Canada, 2007

Tax preparer  
($, users)

Cost software  
($, users)

Small out-of-pocket 
expenses ($, all)

Income level
Less than $10,000 85.86 nc 5.95

$10,000–$29,999 89.31 10.55 4.11

$30,000–$49,999 99.59 16.98 4.83

$50,000–$69,999 111.23 15.08 3.64

$70,000–$99,999 134.18 17.46 5.46

$100,000–$149,999 172.73 nc 3.77

$150,000 and greater nc nc 2.64

Type of income
Wages and salary 102.46 15.98 4.73

Self-employment income 140.39 17.12 5.67

Child tax benefit 98.09 16.49 5.66

Government transfer payment 100.68 12.94 4.20

Private pension 115.29 17.91 4.21

Interest income 116.28 16.45 4.29

Dividend income 124.29 18.45 4.17

Rental income 130.56 nc 6.27

Capital gains 125.71 16.92 4.53

Other investment income, Canadian 104.73 nc 5.25

Investment income, non-Canadian 128.28 nc 4.15

Labour income, non-Canadian nc nc nc

Pension Income, non-Canadian 90.77 nc 12.59

Source: Calculations by the author using survey data; “nc” = not calculated. 
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not significant in a statistical sense; the characteristic studied does not have 
a different impact on the compliance activity studied than the reference cat-
egory. Results with one asterisk could be seen as having some impact while 
those with two  or three asterisks are very likely to differ in their impact from 
that of the reference category.

Table 8 examines the determinants of time spent (column 3, table 4), 
total spending (column 5, table 4) and total resources (column 6, table 4), that 
is time expressed in dollars and spending added up, on compliance activities. 
Overall, as shown by the R-square between one tenth (.11) and one quarter (.24) 
of the compliance activity examined in one equation is explained by the vari-
ables used; these are reasonable results for survey based analysis. We find that:

 Λ Sex has little impact on total resources on tax compliance activities.

Table 7c: Specific amounts ($) spent, by tax related choices of tax filers, personal income tax, 
Canada, 2007

Tax preparer  
($, users)

Cost software  
($, users)

Small out-of-pocket 
expenses ($, all)

Experience with tax system
4 years or less 69.19 nc 6.11

5-9 years 89.71 nc 5.06

10+years 106.22  15.53 4.25

Date return filed 
January 1–February 28 97.03 nc 3.86

March 91.12 15.24 4.32

April 1–20 108.96 15.17 5.00

April 21–30 114.78 16.45 3.72

May 1 and later nc nc 5.17

Tax law provision used 
Natural resources 102.66 nc 5.31

Education and tuition 96.14 16.42 4.42

Stock options 111.90 nc 7.27

LSVCC nc nc 5.77

Medical expenses 108.62 16.16 4.75

Child fitness 113.22 18.61 5.11

Urban transit 103.52 13.46 5.07

Pension Income splitting 114.72 nc 5.64

Foreign tax credit 123.48 nc 3.38

Investment credit 117.58 nc 3.96

Source: Calculations by the author using survey data; “nc” = not calculated. 
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 Λ Age has little impact on our three measures while holders of an undergraduate 
or graduate degree spend more time and total resources than others. Hence 
individuals with more human capital apply it to tax matters.

 Λ Unmarried tax filers spend less and allocate fewer total resources to tax 
compliance work than those who are married.

 Λ Region of residence has no impact. One would have expected a positive impact 
for Quebec but this is not the case; Vaillancourt (1989) reports a similar result.

 Λ Higher income ($50,000+) increases resources allocated to total direct 
compliance costs and has some impact ($50,000–$100,000) on total spending.

 Λ Poor language skills in English or French or years of experience have no impact.

 Λ Receipt of self-employment income increases time, direct spending, and 
total resources allocated; this is the strongest multivariate result. Rental 
income increases total resources allocated. 

 Λ Filers using foreign tax credits spend more time; those claiming the medical 
expense credit spend more and use more total resources on compliance 
activities. We also find a negative impact of using the urban transit credit on 
spending on tax compliance activities; no obvious reason could be ascertained.

Aggregate compliance costs
We now turn to the issue of the aggregate compliance costs of the personal 
income tax for Canada as a whole. Using the methodology described by 
Vaillancourt and Clemens (2008), we estimate the number of tax filers at 
24,676,412 for 2007; we round this number to 24,675,000. We present five 
possible results obtained respectively by:

1 applying the methodology used by Vaillancourt and Clemens (2008) to the 
results of table 4;

2 correcting these results for a possible over-estimation associated with the 
use of the income-tax system for social policy;

3 using a value of time higher than $10 for those without a reported wage;

4 correcting for the differences in the age distribution for the population as a 
whole and for tax filers;

5 correcting for the various forces that bias downwards our results.
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Table 8: Multivariate analysis of total time, total spending, and total resources, personal income 
tax, Canada, 2007

Dependent variable/ 
independent variables

Total time Total spending Total direct compliance 
cost (time and expenses) 

Sex (Men as reference)
Women −0.7243* 4.8821 −21.5276*

Age (18–24 as reference)
25–34 −2.6151* −17.3836 −57.1600

35–44 −0.4582 −17.9889 2.6244

45–54 −1.7441 −17.2924 −35.3956

55–64 −1.2578 −18.4706 −55.4418

65+ −1.5836 −3.9910 −58.0186

Education (Less than high school as reference)
High school completed 0.6295 −0.9165 21.5001

Some post secondary schooling 1.2346* 5.1715 40.4670*

Some university schooling 1.4907* −3.5187 15.4566

Completed college degree 1.0018 8.7345 43.4504**

Completed undergraduate degree 2.0374*** −9.1133 53.3311***

Post-graduate degree 3.4533*** −13.2681 49.3242**

Marital status (Married as reference)
Single −0.6924 −21.2314*** −56.5836***

Other −0.0864 −16.4376*** −28.2692*

Region (Atlantic as reference)
Québec −1.0422 −0.3780 −32.2934

Ontario −1.5779* 9.2074 −13.2199

Prairies −1.2629 18.9294 4.7874

British Columbia −1.5960 15.4500 16.2966

Income level (less than $10,000 as reference)
$10,000–$29,999 0.6066 −3.4145 0.4130

$30,000–$49,999 0.3772 8.9357 15.9717

$50,000–$69,999 0.8809 20.0135** 46.6981**

$70,000–$99,999 1.5887* 23.8728** 120.0769***

$100,000–$149,999 0.9908 40.5511 182.8530***

$150,000 and greater 3.0131 12.566 120.9833**

Language skills (Good as reference)
Poor knowledge of English or French 1.5094* −7.2651 13.3224

Experience with tax system (0–4 years as reference)
5–9 years −0.1332 5.4292 23.8125

10 years or more −1.3288 −2.0202 1.3849
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Dependent variable/ 
independent variables

Total time Total spending Total direct compliance 
cost (time and expenses) 

Type of income (Absence is reference for each category)
Wages and salary −0.2366 −9.4529* −8.1477

Self-employment income 2.4163*** 44.3371*** 130.2143***

Child tax benefit −0.0723 −0.87112 −20.7098

Government transfer payment 0.5498 −10.1435** −2.4166

Private pension 0.0762 6.8486 8.5089

Interest income 0.6179 −3.7109 2.4963

Dividend income 0.1375 1.9551 16.2569

Rental income 0.9487 −1.0616 16.1755**

Capital gains −0.5449 3.1018 3.1018

Other investment income, Canadian −0.4425 4.5378 26.3222

Investment income, non-Canadian −0.6066 −1.0615 −38.9705

Labour income, non-Canadian 2.5169 7.4881 67.3143

Pension Income, non-Canadian −0.0462 10.2359 −28.9151

Use of tax break (Absence is reference for each category)
Natural resources 4.2407** 7.1437 71.2485

Education and tuition 1.0781* 4.8049 35.8232*

Stock options 0.8585 6.7077 49.3010

LSVCC −0.3383 −8.1956 −11.1708

Medical expenses 0.2561 9.4744** 41.2363***

Child fitness 1.3482* −3.0722 29.5217

Urban transit −0.4985 −22.3422*** −1.9701

Pension Income splitting 0.3544 1.8987 −38.9633*

Foreign tax credit 4.1154** −3.9779 65.2044

Investment credit −0.3293 13.1118 31.5997

Constant 7.3781*** 68.8606*** 183.3288***

R2 0.1170 0.1528 0.2422

F 2.3900 0.0000 7.5400

N 1402 1399 1409

Note: *, **, *** indicate statistical significance at the 0.10, 0.05, and 0.01 levels respectively

Source: Calculations by the author using survey data.

Table 8 (continued): Multivariate analysis of total time, total spending, and total resources, 
personal income tax, Canada, 2007
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The straightforward methodology
Multiplying 24,675,000 returns by the relevant mean costs—also rounded16 
to account for measurement error (173.25 to 175 and 216.53 to 215)—yields 
a total direct compliance cost of $4,318,125,000 and a total compliance cost 
of $5,305,125,000. 

The impact of social policy programs
In 2006, 24,141,700 income-tax returns were filed, of which 7,769,980 or 32% 
were nontaxable.17 The share of nontaxable returns was 18% in 1968, the first 
year for which we have data in web-accessible form, and at its highest in recent 
years at 38% in 1978, up from 30% in 1977.18 This high level can be associated 
with the introduction of the refundable child tax credit in 1978.19 The largest 
number of non-taxable returns in 2006 is found in the $1–$10,000 bracket 
with 4,230,150 returns of which 3,926,010 or 93% were non-taxable, account-
ing for 51% of all non-taxable returns. Only 10% of the returns in that income 
bracket report receiving the universal child-tax benefit; they account for one 
third of the 1,332,450 that reported such income for 2006. In our opinion, it 
seems plausible that 10% of returns filed are thus filed only to collect social 
benefits. This amounted to 2,467,500 returns in 2007: What are the com-
pliance costs associated with them? We would argue that they are those of 
the lowest income group, $129.42 (rounded to $130) and $166.39 (rounded 
to $170) and that one should reduce the aggregate total direct compliance 
cost obtained using the straightforward method by $320,775,000 ($130 × 
2,467,500) and the total compliance cost by $419,475,000 ($170 × 2,467,500). 
This yields revised totals of $3,999,735,000 and $4,885,650,000.

Using a higher assumed value for the time of some tax-filers 
It could be argued that $10 is too low a value to place on the time of retir-
ees. They numbered 514 respondents or 25.7% of our sample; we round to 
25%.What happens if we increase the amount by $1 to $11? For 75% of the 
respondents nothing changes and for 25% there is a 10% change, or a 2.5% 
change in the total. The average value of direct compliance time is $111.86 
(that is $173.25 − $61.39 in table 4a). Hence, moving from $10 to $12, a 20% 
increase, would increase time costs by 5% to $117.45 and total direct costs to 

 16 These numbers come from table 4a, row “All tax filers”, fifth and sixth column, respectively.
 17 Canada Revenue Agency, 2008e: Income statistics 2008, 2006 tax year, Basic table 2: All returns 

by total income class. <http://www.cra-arc.gc.ca/gncy/stts/gb06/pst/fnl/pdf/tbl2-eng.pdf>.
 18  Canada Revenue Agency, 2008d: Historical Table 1: Tax years—1968-2006: Yearly Record 

of Returns Filed. <http://www.cra-arc.gc.ca/gncy/stts/gb06/pst/fnl/pdf/htbl1-eng.pdf>.
 19 The increase from 23% in 1974 to 29% in 1975 is associated with the change in the tax 

status, from non-taxable to taxable, of the family allowance that was paid into the hands 
of the mother.

http://www.cra-arc.gc.ca/gncy/stts/gb06/pst/fnl/pdf/tbl2-eng.pdf
http://www.cra-arc.gc.ca/gncy/stts/gb06/pst/fnl/pdf/htbl1-eng.pdf
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$178.84. Rounding to $180, one obtains a total direct cost of $4,441,500,000. 
Hence, our results are not very sensitive to the changes proposed here.

Using tax-filer weights 
The sample was weighted for population and not tax filers when weighted 
results were produced. This is a reasonable choice given how the survey was 
carried out but the information in Appendix 1 (p. 42) shows that there are differ-
ences in the age distribution of the population and of tax filers. For example, the 
18–24 year-old age group accounts for 3.3% of the weighted sample, for 7% of 
tax filers, and 12.1% of the population aged 18 years and older. We thus recalcu-
lated the mean costs by multiplying the age-specific results of table 4 by the 
CRA’s 2006 age distribution (see table A-3). We then obtain a mean direct cost 
of $179.34 rather than $173.25 and a total cost of $226.79 rather than $216.53. 
Rounding the first number to $180$, we obtain the same result as above while, 
rounding the second number to $230, we obtain a total of $5,675,250,000.

Correcting for the downward biases
Throughout the calculations leading to the tables reported in this study, we 
have used assumptions (value of time of friends or family) and methods (out-
lier exclusions) that were aimed at biasing our results downwards. Thus, our 
last set of calculations increases by 10% the costs to $4,749,937,500 for direct 
compliance and $5,835,637,500 for total compliance; these are reasonable 
upper-bound estimates.

Summary
The lowest costs of complying with the 2007 personal income tax are 
$3,997,525,000 and $4,885,650,000 and the highest are $4,749,937,000 and 
$5,835,637,500. This ranges from 0.26% to 0.37% of GDP20 in 2007. This is at 
about the same level as in 1986. It is also of the same order as the upper bound 
estimate of $5,474,904,000 calculated for 2005 by Vaillancourt and Clemens 
(2008: 76). The estimate of direct compliance costs is substantially higher than 
their lower-bound estimate of $2,922,006,000, which is the strictly compar-
able one to the straightforward number.

Contribution to social security plans (EI, CPP, QPP and so on) are 
$34,280,000,000 and personal income taxes are $179,869,000,00021 in 2007 
for a total of $214,149,000,000. Thus, the lowest direct compliance costs are 
equal to 1.87% of revenue collected (2.22% of personal income taxes) and the 
highest total compliance costs equal 2.73% (3.24%).

 20 GDP $1,532,944,000,000 (nominal) (Statscan, 2009d: Gross domestic product, expendi-
ture-based. <http://www40.statcan.ca/l01/cst01/econ04.htm>.

 21 Statscan, 2009c: CANSIM Table 385-0001: Consolidated federal, provincial, territorial 
and local government revenue and expenditures, annual.

http://www40.statcan.ca/l01/cst01/econ04.htm
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Conclusion

This study surveyed a sample of 2000 tax filers. We summarize the main 
findings by going back to the multivariate results and focusing on the signifi-
cant results. Thus, in preparing table 9, we extract from table 8, rows with at 
least two asterisks (*) in them, either two coefficients with one asterisk or at 
least one with two; we remove the other rows and replace in the remaining 
rows the coefficients without asterisks with 0. What clearly comes out from 
table 9 is that:

 Λ better educated individuals and those who are married do more tax 
compliance activities while women do less;

 Λ individuals with higher incomes and those receiving income such as that 
from self-employment that requires more reporting to tax authorities must 
allocate more resources to tax compliance activities. 

These results for 2007 are similar to those for 1986.

In terms of overall compliance costs, the results obtained show that the com-
pliance costs are not unreasonably high and compare favorably with those 
found in the United States, where they can be as high as 11% of personal 
income tax revenue (Vaillancourt and Clemens, 2008: 84–85, table 3.1). 
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Table 9: Key multivariate analysis results, direct compliance costs, personal income tax,  
Canada, 2007

Independent variables Total time Total spending Total $ value

Women −0.7243* 0 −21.5276*

Some post secondary schooling 1.2346* 0 40.4670*

Completed college degree 0 0 43.4504**

Completed undergraduate 2.0374*** 0 53.3311***

Post-graduate degree 3.4533*** 0 49.3242**

Single 0 −21.2314*** −56.5836***

Other 0 −16.4376*** −28.2692*

$50,000–$69 999 0 20.0135** 46.6981**

$70,000$–99 999 1.5887* 23.8728** 120.0769***

$100,000–$149,999 0 0 182.8530***

$150 000+ 0 0 120.9833**

Self-employment income 2.4163*** 44.3371*** 130.2143***

Government transfers 0 −10.1435** 0

Rental income 0 0 16.1755**

Natural resources 4.2407** 0 0

Education and tuition 1.0781* 0 35.8232*

Medical expenses 9.4744** 41.2363***

Urban Transit −22.3422***

Foreign tax credit 4.1154** 0 0

Source table 8, lines with at least 2 asterisks.
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 1.2 Compliance Costs for Individuals  
for Property Tax

This section presents evidence on the individual compliance costs associated 
with the property tax in Canada for 2007. The compliance costs of individuals 
with respect to the property tax do not appear to have been studied before, 
presumably because they are perceived to be small.

Compliance costs by demographic characteristics

We asked about paying property bills in Canada and abroad since some 
Canadians own property abroad, mainly in the United States; only 2% of 
respondents paid a bill abroad so we do not analyze this issue.22 Table 10 shows 
that about 40% of respondents indicate not paying a property tax bill in 2007. 
This is in agreement with data from Statistics Canada that 33% of households 
do not pay a property tax bill in 2007 (CANSIM Table 203-0003).

Table 11 examines the relationship between various demographic char-
acteristics and the individual compliance costs of property taxes. The main 
findings of table 11 are the following:

 Λ Single individuals, younger ones, poorer ones, and residents of Quebec 
(where renters account for a larger share of households)23 are less likely to 
be property taxpayers.

 Λ It takes on average about half an hour for taxpayers to pay a property tax 
bill per year and about one-third of an hour per adult in Canada; this is less 
than the one hour per adult hypothesized by Vaillancourt et al. (2008). On 
the other hand, there are on average $8 worth of expenses associated with 

 22 See Appendices A and B for descriptions of the survey and the questions used.
 23 In 2008, 56.8% of households lived in owned dwellings in Québec; this percentage 

was 65.9% in Canada as a whole and 67.1% in Ontario (CANSIM Table 203-0019).
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this activity. So, the total cost per personal income tax-filer paying at least 
one property tax bill is about $13.

 Λ Total property tax compliance costs go up slightly with the number of bills 
paid and with the income of tax-filers who pay property taxes.

 Λ Very few individuals challenge a property tax bill. The likelihood of such 
a challenge increases with the number of bills and is higher for older 
individuals, married couples, and residents of Atlantic Canada.

 Λ The cost of challenging a property tax bill is roughly $180.

Aggregate compliance costs 

A total of 9,788,420 households paid property taxes in Canada in 2007 
(CANSIM Table 203-0003). The compliance costs of paying personal prop-
erty taxes is estimated at $125.6 million, which was calculated by multiplying 
the number of households paying property taxes by the average cost ($12.83).
Also, 4.5% of households (584,331) challenged their property tax bill at a cost of 
$160.85 per challenge, which resulted in additional costs of $94.0 million.

Table 10: Share of respondents by property tax paying and challenging status, Canada, 2007 

One bill Two bill Three or 
more

None No answer Challenged 
a property 

tax bill

Did not 
challenge a 
property bill

No answer

% weighted 45.20% 7.90% 5.20% 37.80% 3.90% 4.30% 94.50% 1.30%

Source: Calculations by author using data from the 2009 survey of personal income taxfilers. 
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Table 11: Property taxpayers--importance, compliance costs, and challenges of tax bills in 
Canada, 2007

Paid at least 
one property 

tax bill in 
Canada  

(% of group: 
Q17)

Expenses 
associated 

with paying  
a property  
tax bill for 

payers  
($; Q18A)

Time 
associated 

with paying  
a property  
tax bill for 

payers (Q18)

Total cost 
of paying a 

property  
tax bill for 

payers

Challenged a 
property tax 

bill

Total cost of 
challenge  
($; Q20 + 

Q21)

Sex

Men 60.80% 9.86 0.79 16.11 5.00% 198.99

Women 55.90% 5.55 0.36 9.32 3.50% 162.66

Age

18–24 4.50% nc nc nc nc nc

25–34 44.30% 16.76 0.47 17 2.40% nc

35–44 59.40% 6.12 0.42 14.05 4.20% nc

45–54 65.70% 11.7 0.61 13.54 3.00% nc

55–64 66.70% 5.8 0.79 13.82 5.00% nc

65+ 58.60% 3.42 0.53 8.54 5.90% nc

Education

Less than high school 44.30% 8.51 1.09 11.4 3.10% nc

High school completed 53.70% 7.09 0.49 9.68 4.10% nc

Some post-secondary schooling 65.80% 4.48 0.53 14.67 4.90% nc

Some university schooling 61.00% 5.9 0.34 8.94 4.30% nc

Completed college degree 58.90% 16.75 0.4 13.42 2.80% nc

Completed undergraduate degree 58.40% 8.52 0.61 15.33 3.60% nc

Post graduate degree 71.20% 2.35 0.78 16.09 7.00% nc

Marital status

Married 67.30% 7.22 0.55 13.02 5.30% 187.61

Single 30.70% 15.79 0.65 15.09 1.80% nc

Other 50.50% 5.88 0.72 10.54 2.20% nc

Region

Atlantic 60.90% 2.21 1.24 7.52 9.00% nc

Quebec 32.30% 7.89 0.61 11.31 1.50% nc

Ontario 66.30% 8.77 0.5 13.1 5.10% 233.91

Prairies 71.60% 5.9 0.5 13.48 2.70% nc

British Columbia 66.50% 10.06 0.65 15.48 6.00% nc
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Paid at least 
one property 

tax bill in 
Canada  

(% of group: 
Q17)

Expenses 
associated 

with paying  
a property  
tax bill for 

payers  
($; Q18A)

Time 
associated 

with paying  
a property  
tax bill for 

payers (Q18)

Total cost 
of paying a 

property  
tax bill for 

payers

Challenged a 
property tax 

bill

Total cost of 
challenge  
($; Q20 + 

Q21)

Income

Less than $10,000 45.30% 14.73 1.59 14.34 3.30% nc

$10,000–29,999 49.50% 6.27 0.47 11.41 3.20% nc

$30,000–49,999 58.30% 9.89 0.51 14.49 4.90% nc

$50,000–69,999 71.00% 2.88 0.56 12.21 5.90% nc

$70,000–99,999 84.50% 5.7 0.47 16.76 6.30% nc

$100,000–149,999 74.50% 1.77 0.69 15.94 2.10% nc

$150,000+ 85.70% 24.55 0.38 22.4 3.60% nc

Language skills

Poor knowledge of English or French 64.20% 7.65 0.57 12.92 4.80% 190.98

Good+ knowledge of English or French 58.00% 7.29 0.53 12.91 4.10% 189.88

All payers 57.80% 7.77 0.58 12.83 4.10% 184.33

All Individuals 4.32 0.32 6.63 6.27

Number of property tax bills

One 6.86 0.6 11.27 5.20% 160.85

Two 13.04 0.51 16 10.50% nc

Three or more 4.61 0.57 17.12 11.80% nc

N = 1156 1123 1116 1034 82 68

Source: Calculations by author.

Table 11 (continued): Property taxpayers--importance, compliance costs, and challenges of tax 
bills in Canada, 2007
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 Part 2 The compliance costs  
incurred by businesses

In part two, we present results obtained analyzing two data sources: the first is 
data from by the Canadian Federation of Independent Business (CFIB, 2008)  
conducted in late 2007 or early 2008 and the second data are from a survey 
conducted specifically for this study in collaboration with the Chamber of 
Commerce of Canada in the summer of 2009.
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 2.1 The costs for Canadian business of 
complying with the 2007 tax system— 
a multivariate analysis using CFIB data

Introduction

In this section, we use data from a survey carried out by the Canadian 
Federation of Independent Business (CFIB, 2008) of 8,271 business 
income-tax-filers for the year 2007 between December 10, 2007 and 
February 13, 2008. We examine factors affecting tax compliance costs 
and the payment of business taxes using multivariate analysis and descrip-
tive statistics. The first part of this section is an analysis of the tax compli-
ance costs for all taxes incurred by firms, namely, outside, in-house, and 
total costs. In the second part, we focus on the costs associated with five 
types of taxes paid by firms in order to identify the tax compliance burden 
associated with each. 

In-house, outside, and total costs of tax compliance

In order to comply with the tax system, firms may use in-house resources, 
outside resources, or a combination of both. In-house costs in the CFIB 
survey include, for example, staff salaries, computer software needed to 
track and store information for tax and audit requirements, and collecting 
and remitting taxes on behalf of the government. Outside costs are those 
incurred when paying tax practitioners such as tax accountants and law-
yers. Total cost is the sum of the aforementioned costs. Table 12 shows the 
average (mean) values for each of these costs broken down by six character-
istics of the responding firms: size as expressed by the number of employ-
ees; region of activity; years in business; legal form of the business; sector 
of activity and tax preparation mode. These characteristics are those for 
which information was collected in the survey or was available in the CFIB 
database. The following conclusions were observed:
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Table 12: Mean values (costs of tax assistance)

Variables Total costs In-house costs Outside costs Ratio outside/  
in-house costs

Number of employees
0–4 9,713.16 6,652.77 3,060.39 46.00%

5–19 18,959.23 13,428.73 5,530.50 41.18%

20–49 31,732.31 22,190.49 9,541.82 43.00%

50–99 42,781.39 30,564.50 12,216.88 39.97%

100–499 52,476.27 38,948.49 13,527.78 34.73%

500+ nc nc nc nc

Region
Ontario 18,330.64 12,775.32 5,555.33 43.48%

Atlantic Canada 14,499.78 10,314.49 4,185.29 40.58%

Quebec 20,392.82 14,970.12 5,422.69 36.22%

Manitoba/Saskatchewan 15,341.87 10,354.16 4,987.71 48.17%

Alberta 22,072.18 15,754.35 6,317.84 40.10%

British Columbia 17,739.48 12,325.52 5,413.96 43.92%

Territories 21,316.77 14,863.96 6,452.81 43.41%

Years in business
1 14,171.73 10,404.76 3,766.96 36.20%

2–4 13,775.32 10,123.05 3,652.27 36.08%

5–10 14,881.78 10,557.63 4,324.15 40.96%

11+ 19,641.38 13,753.96 5,887.42 42.81%

Form of business
Unincorporated 10,319.58 7,458.46 2,861.12 38.36%

Incorporated 19,956.36 14,013.37 5,942.99 42.41%

Sector of activity
Agriculture 10,617.83 5,844.34 4,773.49 38.40%

Natural Resources 22,628.10 16,114.66 6,513.44 40.40%

Construction 22,930.94 16,625.17 6,305.77 38.40%

Manufacturing 24,310.80 17,303.78 7,007.01 40.50%

Wholesale 21,801.62 15,065.55 6,736.06 38.40%

Retail 15,458.43 10,613.18 4,845.24 45.70%

Transportation 21,988.17 16,095.20 5,892.97 36.60%

Arts, Recreation & Information 18,444.07 13,323.81 5,120.26 38.40%

Finance, Insurance, Real Estate & Leasing 17,417.18 11,525.41 5,891.78 51.10%

Professional Services 13,650.90 10,103.43 3,547.47 35.10%

Enterprises & Admin, Mgmt 21,439.60 15,319.36 6,120.23 40.00%

Social Services 14,660.51 9,624.04 5,036.47 52.30%

Hospitality 14,747.72 10,274.10 4,473.62 43.50%

Personal, Misc., Services 15,768.19 12,114.10 3,654.09 30.20%

Unclassic & IVMs 23,238.88 17,816.07 5,422.81 30.40%
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 Λ In-house costs are higher than outside costs regardless of the characteristic 
analyzed: outside costs are on average 41% higher than in-house costs.

 Λ Costs increase at a decreasing rate as the number of employees increases. 
This means that firms experience economies of scale in compliance 
activities with increased size. Results in CFIB (2008) show that 
businesses with higher number of employees have lower average tax 
compliance costs per employee. 

 Λ Firms in Atlantic Canada and Manitoba/Saskatchewan have the lowest 
total costs, while those in Alberta and the Territories have the highest 
total costs. This is also true for outside costs. Firms in Alberta and Quebec 
present the highest in-house costs.

 Λ Businesses that have been active for less than 10 years show no differences 
in tax compliance costs whatever the exact length of activity: 1, 2–4, or 
5–10 years. However, the total costs of firms active for more than 11 years 
are approximately 32% higher than those that have been active five to 10 
years; this may well be linked to their size.

 Λ Firms that are unincorporated have, on average, half the in-house and 
outside costs of incorporated firms. This is explained by more complex 
rules and legislation applying to the taxation of incorporated businesses.

 Λ Firms operating in the manufacturing and construction sectors have higher 
compliance costs than those operating in other sectors. 

Variables Total costs In-house costs Outside costs Ratio outside/  
in-house costs

Tax preparer
Business owner/manager 13,855.98 9,946.56 3,909.42 39.30%

Employee 27,107.42 20,181.15 6,926.27 34.32%

Outside professional firm 17,823.05 11,435.22 6,387.83 55.86%

Other 26,107.31 21,010.67 5,096.64 24.26%

All firms 15,370.62 10,843.40 4,527.22 41.75%

N = 6,939 6,939 6,939. 6,939

nc = not calculated because there were fewer than 20 respondents.

Source: Calculations by the authors using the 2008 CFIB survey.

Table 12 (continued): Mean values (costs of tax assistance)
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 Λ The use of different types of tax preparers leads to different average tax 
compliance costs; tax compliance work done by employees cost on average 
more than this work done by an outside professional firm. In-house costs 
are much higher for the firms where the tax-related work is done by an 
employee, whereas the outside costs are almost the same between these 
two kinds of tax work choices.

Table 13 presents the results of a multivariate analysis of these in-house, out-
side, and total costs of tax compliance. This allows us to isolate the impact of 
each of the characteristics on these costs. The calculations were carried out 
using both a linear form where the costs are expressed in dollars (level) and 
a logarithmic form, since both have been used in past work on compliance 
costs. The key findings are:

 Λ As the number of employees increases, so does the average cost of tax 
compliance, in both estimations (level and logarithmic form). The number 
of employees has a positive, increasing, and significant effect on the cost of 
tax compliance. However, one can infer from the results that the increase 
per employee decreases with size.

 Λ The impact of the location of a business has a significant impact for the 
following regions: Alberta, Quebec, and Atlantic Canada. The impact of being 
located in Alberta and Quebec is to increase costs relative to those incurred 
in Ontario (for total costs in the level form and for in-house costs in the 
logarithm form), while a location in Atlantic Canada reduces tax compliance 
costs compared to those incurred in Ontario (for all types of costs and 
estimations). This may reflect the lower wages paid in Atlantic Canada.

 Λ The numbers of years in business has no significant impact on compliance 
costs.

 Λ Being incorporated rather than not has a positive, significant impact on 
compliance costs.

 Λ Firms in all sectors save for construction (and unclassified) have lower 
compliance costs than those in the manufacturing sector. Agriculture, 
retail, professional services, social services, and hospitality variables have 
significant coefficients and have the greatest impacts.

 Λ Using an employee to comply with taxes is always significantly costlier in terms 
of total costs than having the owner do this work or hiring an outside firm.



50 / The Compliance and Administrative Costs of Taxation in Canada

fraserinstitute.org

Table 13: Regression analysis—total costs, in-house costs, and outside costs, OLS method

Variables Total  
costs

In-house  
costs

Outside  
costs

Ln total  
costs

Ln in-house 
costs

Ln outside 
costs

Constant 13960.01*** 11142.09*** 2817.923 8.4917*** 8.3969*** 7.5037*** 

−8.71 −7.42 −7.73 (123.45) (95.30) (140.26)

Number of employees (0-4 as reference)

5–19 7796.45*** 5776.33*** 2020.12*** 0.6248*** 0.5025*** 0.5016*** 

−10.94 (8.56) (12.97) (19.94) (12.24) (20.62)

20-49 19193.29*** ) 13462.67*** 5730.62*** 1.1665*** 1.0905*** 0.9747***

(15.22 (11.92) (17.12) (25.69) (18.84) (26.20)

50-99 29969.41*** 21627.31*** 8342.10*** 1.4701*** 1.3598*** 1.2818*** 

(10.49) (8.25) (11.07) (21.12) (15.21) (20.75)

100-499 39311.26*** 30173.88*** 9137.38*** 1.6553*** 1.6745*** 1.4163*** 

(9.46) (7.87) (8.01) (17.29) (15.04) (16.59)

500+ 54714.78*** 50825.61*** 3889.17 1.9644*** 2.0066*** 1.4316*** 

(2.44) (2.14) (1.18) (5.19) (3.53) (6.74)

Region (Ontario as reference)

Atlantic Canada −1883.95** −1199.34 −684.62*** −0.1341***   0.150396 −0.1400***

(−2.01) (−1.39) (−3.24) (−3.13)  (−4.21)

Quebec 2138.04* 2352.83** −214.8 −0.0033 0.1222** −0.0807***

(1.89) (2.16) (−0.92) (−0.08) (2.29)  (−2.62)

Manitoba/Saskatchewan −760.98 −585.24 −175.74 0.0231 −0.0809 0.0094

 (−0.67) (−0.57) (−0.62) (0.49) (−1.33) (0.23)

Alberta 3296.36*** 2833.84*** 462.51* 0.1433*** 0.1267** 0.0532

(2.87) (2.69) (1.67) (3.23) −2.25 (1.51)

British Columbia 1549.47 1147.49 401.97 0.0675 0.0474 0.0366

(1.36) (1.12) (1.35) (1.42) (0.78) (0.97)

Territories 3588.22 2566.04 1022.18 0.1977 0.2493 0.1403 

(0.88) −0.68 (1.01) (1.03) (1.15) (1.04)

Years in business (5-10 as reference)

1 1655.36 1037.57 617.79 0.0226 0.0864 0.0082

(0.90) (0.60) (1.36) −0.22 (0.64) (0.10)

2–4 932.97 914.39 18.59 0.0176 0.0395 0.0053

(0.68) (0.70) (0.07) (0.29) (0.48) (0.12)

11+ 399.24 −11.28 410.52** 0.0702** 0.0653 0.1042***

(0.45)  (−0.01) (2.14) (1.85) (1.31) −3.63

Form of business (Unincorporated as reference)

Incorporated 1565.28** 579.24 986.05*** .4463952*** 0.2281*** 0.4313*** 

(1.98) −0.79 (5.19) (10.96) (4.49) (12.95)
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Variables Total  
costs

In-house  
costs

Outside  
costs

Ln total  
costs

Ln in-house 
costs

Ln outside 
costs

Sector of activity (Manufacturing as reference)
Agriculture −6282.85*** −5991.56*** −291.28 −0.2387*** −0.4340*** 0.0207

(−5.28) (−5.51) (−0.86)  (−3.83)  (−5.32) (0.41)

Natural Resources −772.13 −649.13 −123.00 0.0251 0.0906 0.0174

 (−0.26)  (−0.25) (−0.18) (0.26) (0.72) (0.24)

Construction 804.43 793.27 11.16 0.0877 0.1196* −0.0113

(0.59)  (0.63) (0.03) (1.72) (1.87) (−0.28)

Wholesale −813.6 −1068.37 254.77 −0.0397 −0.1021 0.0421  

  (−0.47) (−0.65) (0.64)  (−0.65) (−1.28) (0.91)

Retail −3628.51*** −2973.40*** −655.11** −0.2345*** −0.2579*** −0.1580***

(−2.95)  (−2.61) (−2.26) (−4.93) (−4.26) (−4.35)

Transportation −1264.5 −480.18 1309.8144 −0.1224 −0.09 −0.0585

 (−0.53)  (−0.21) (−1.53) (−0.88) (−0.93)

Arts, Recreation & Information −774.27 −324 −450.28 −0.2385***) −0.0692 −0.2046***

  (−0.26)  (−0.12) (−0.68) (−2.30 (−0.51) (−2.58)

Finance, Insurance, Real 
Estate & Leasing

−596.84 −1133.67 536.83 −0.0218 −0.1295 0.0777

  (−0.37) (0.78) (1.21)  (−0.32) (−1.49) (1.41)

Professional Services −3549.89*** −2248.58 −1301.30*** −0.0823 −0.092 −0.0928**

 (−2.86)  (−1.93)  (−4.20)  (−1.50)  (−1.35) (−2.01)

Enterprises & Admin. Mgmt −192.97 −310.08 117.11 −0.00463 −0.0914 −0.0771

  (−0.07 )   (−0.13) (0.20)  (−0.05) (−0.82) (−1.00)

Social Services −3229.22* −2993.97* −235.26 −0.1850**  −0.2391** −0.0511

(−1.70)  (−1.67) (−0.52) (−2.45)  (−2.33) (−0.91)

Hospitality −7144.37*** −5543.47*** −1600.90*** −0.4419*** −0.4541*** −0.2197*** 

(−3.73) (−3.05)  (−4.06) (−6.15)  (−4.82) (−3.98)

Personal, Misc. Services −1107.68 10.70 −1118.39*** −0.1210*  −0.0648 −0.1608*** 

(−0.67) (0.01)  (−3.94) (−1.90) (−0.76) (−3.67)

Unclassic & IVMs 2165.91 1859.13 306.78 0.0943 −0.0069 0.0613

(0.60) (0.57) (0.41) (0.58) (−0.03) (0.50)

Tax preparer (Employee as reference)
Business owner/manager −5388.58*** −4485.76*** −902.81*** −0.4113*** −0.4432*** −0.2217*** 

 (−6.00)  (−5.44) (−4.10) (−11.75)  (−10.30) (−7.80)

Outside professional firm −3570.40*** −4517.17*** 946.78*** −0.2406*** −0.3663*** 0.1131***

(−3.55)  (−4.87) (3.81) (−6.72)  (−7.82) −3.91

Other 5320.73 5306.54 14.20 −0.0522 −0.0139 0.0689

(1.16) (1.23) (0.02)  (−0.40)  (−0.09) (0.72)

R2 0.1317 0.09 0.1755 0.2714 0.1894 0.3026

N = 6,773 6,773 6,773 6,773 5,591 6,186

Note: *, **, *** indicate statistical significance at the 0.10, 0.05, and 0.01 levels, respectively.

Source: Calculations by the authors using the 2008 CFIB survey.

Table 13 (cont’d): Regression analysis—total costs, in-house costs, and outside costs, OLS method
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Tax compliance burden by different types of tax

In this section, the compliance costs associated with the different taxes paid 
by firms are analyzed separately. Table 14 summarizes the mean values of tax 
compliance burden by firm characteristic for the five types of taxes for which 
information was collected in the survey. These amounts were established by 
multiplying the total compliance costs for all taxes by the proportion of time 
devoted to each type of tax .While it would have been preferable to have infor-
mation on the share of total costs for each type of tax, this was not available. 
Results are as follows:

 Λ The average cost of tax compliance increases with the number of 
employees a firm has, regardless the type of tax. Compliance costs 
associated with payroll taxes are the highest. Property taxes present the 
lowest tax compliance burden.

 Λ The results by region show some differences with respect to provincial 
personal and corporate income taxes. Intriguingly, Quebec has fairly 
low compliance costs for income taxes, particularly in comparison with 
Ontario and Alberta. Differences in wages between regions may explain 
this in part.

 Λ The results by region show some differences with respect to GST/HST and 
provincial sales taxes (PST) and payroll taxes compliance costs. The region 
of Quebec presents the highest PST compliance costs while Atlantic Canada 
and Alberta have the lowest. Perhaps this is indicative of the difficulties of 
dealing with a quasi- but not quite harmonized provincial VAT. 

 Λ Alberta has also the highest compliance costs associated with payroll taxes, 
while Atlantic Canada has the lowest.

 Λ The results by region show some differences with respect to property taxes, 
with the highest costs in Quebec.

 Λ For all five types of taxes, compliance costs increase with the number of 
years a firm has been in business.

 Λ The difference between unincorporated and incorporated businesses is 
striking for all five types of taxes: the average compliance cost is doubled 
for incorporated businesses compared with unincorporated businesses. 
This and the result with respect to years in business are probably linked to 
size of business.
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Table 14: Mean values—compliance costs PIT/ CIT, GST/HST, PST, payroll and property taxes

Variables PIT/CIT GST/HST PST Payroll Property

Number of employees
0-4 2,385.65 2,237.64 1,122.82 2,221.96 576.74

5–19 4,278.32 4,185.81 2,348.91 5,404.55 1,201.70

20-49 7,393.61 6,975.82 4,024.24 9,649.89 2,041.29

50-99 9,366.16 8,452.34 5,394.43 13,682.00 2,652.69

100-499 12,664.72 12,095.55 5,439.27 15,697.94 3,477.75

500+ nc nc nc nc nc

Region
Atlantic Canada 3,060.98 3,782.95 1,215.47 3,890.25 903.01

Quebec 3,779.50 4,231.14 3,490.06 5,542.95 1,542.19

Ontario 4,297.82 3,754.63 2,369.09 5,267.43 1,175.88

Manitoba/Saskatchewan 3,726.94 3,208.75 2,168.43 3,678.87 796.14

Alberta 5,657.64 5,677.00 1,369.82 6,649.18 1,309.80

B.C 4,679.49 3,884.02 2,288.93 4,546.50 816.66

Territories 5,109.30 4,687.85 589.33 6,248.58 801.43

Years in business
1 2,721.76 3,023.39 1,464.91 2,864.01 625.93

2–4 3,020.67 3,051.54 1,850.03 3,293.65 664.43

5–10 3,266.65 3,404.39 1,718.19 3,950.34 828.68

11+ 4,628.86 4,294.49 2,383.25 5,627.57 1,283.52

Form of business
Unincorporated 2,516.16 2,103.55 1,162.71 2,564.93 572.13

Incorporated 4,612.56 4,447.01 2,447.18 5,670.95 1,271.71

Sector of activity 
Agriculture 2,760.42 2,319.48 726.42 2,828.05 784.30

Natural Resources 5,189.50 4,737.79 2,461.31 6,059.17 1,360.34

Construction 4,683.49 5,595.33 2,604.24 7,309.00 1,547.23

Manufacturing 5,535.18 5,036.86 2,991.87 7,495.72 1,690.51

Wholesale 4,929.50 5,346.77 2,936.53 5,136.15 1,219.63

Retail 2,964.05 3,801.94 2,552.12 3,814.29 988.25

Transportation 4,843.90 5,517.93 2,242.15 7,467.06 1,248.43

Arts, Recreation & Information 4,855.81 5,179.50 3,119.92 5,332.60 1,171.12

Finance, Insurance, Real Estate & Leasing 6,974.40 2,431.43 1,391.02 4,374.80 1,199.95

Professional Services 4,040.96 2,858.57 1,142.16 3,397.90 462.28

Enterprises & Admin. Mgmt 5,714.79 4,771.50 2,257.57 6,743.13 1,069.18

Social Services 3,953.98 1,749.32 935.96 4,972.90 1,002.23

Hospitality 2,523.32 3,339.79 1,817.25 3,665.04 1,006.32

Personal, Misc. Services 2,950.58 3,231.10 2,405.78 4,018.33 1,019.36

Unclassic & IVMs 4,917.52 5,259.41 3,384.22 5,236.31 1,005.63
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 Λ As far as industrial sectors are concerned, firms operating in the finance, 
insurance, real estate, and leasing sectors present the highest PIT/CIT 
compliance costs; construction and transportation have the highest GST/
HST compliance costs; arts/recreation and manufacturing, the highest PST 
compliance costs; manufacturing. the highest payroll tax and property tax 
compliance costs. These results are probably linked to the use of various 
production factors in various proportions in the differing sectors as well 
as to various distribution arrangements for output. This may explain 
why the agriculture sector presents the lowest PST compliance costs and 
professional services present the lowest property tax compliance costs.

 Λ The type of tax preparer used by firms seems to have an impact on average 
compliance costs: firms where the tax preparation is done by employees 
have higher compliance costs regardless of the kind of tax paid, while the 
firms where tax preparation is done by the business owner or manager 
have the lowest tax compliance costs. 

Table 15a and table 15b show the results from a multivariate analysis of the 
compliance costs for the five different kinds of taxes for both the linear and 
logarithmic estimations. Results are as follows:

 Λ All estimations with one exception show a significant impact of the 
variable “number of employees” on tax compliance costs. Moreover, these 
coefficients are all positive so costs increase as the number of employees 
increases. We note that these increases are more important in value for 
taxes whose compliance costs are more likely to be influenced by the 
number of employees than are income (presumably the personal part) 
and payroll taxes.

Variables PIT/CIT GST/HST PST Payroll Property

Tax preparer
Business owner/manager 3,073.27 3,048.39 1,674.63 3,871.85 830.61

Employee 6,089.25 6,146.27 3,478.40 7,850.07 1,611.77

Outside professional firm 4,693.88 3,879.97 2,149.16 4,943.99 1,255.21

Other 4,480.08 6,501.25 2,920.03 6,418.13 1,504.38

All firms 3,270.09 3,117.91 1,721.18 3,942.50 880.23

N = 6,405 6,405 6,405 6,405 6,405

Note: nc = not calculated because there were fewer than 20 respondents.

Source: Calculations by the authors using the 2008 CFIB survey.

Table 14 (cont’d): Mean values—compliance costs PIT/ CIT, GST/HST, PST, payroll and property taxes
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 Λ Some regions have a significant impact on PIT/CIT compliance costs: 
for example, Alberta and British Columbia have a positive impact in 
comparison to Ontario. Operating in Atlantic Canada, Alberta, and the 
Territories has a negative and significant effect on the compliance costs of 
the PST, something associated with the absence (except in Prince Edward 
Island) of such a tax.

 Λ The number of years a business has been operating does not have a 
significant impact on the compliance costs for any kind of tax.

 Λ Being incorporated increases compliance costs for a business according to 
the logarithmic estimations on tax compliance costs, except for property 
taxes. 

 Λ Some industry sectors present significant coefficients: agriculture, retail, 
professional services, and hospitality. 

 Λ The type of tax preparer used has an impact on tax compliance costs. 
Tax compliance costs are lowest for all five kinds of taxes when business 
owners or managers do the compliance work and are often lower when it is 
done by outside professional than when employees do it. Either owners are 
more efficient than employees, perhaps because of experience or perhaps 
they underestimate their costs. Firms that hire outside firms specialized 
in tax preparation have presumably made the calculation that it is less 
expensive (otherwise, why would they do it?) so the results reflect that.

Conclusion

In this section, we analyzed the data from the 2007 CFIB survey on tax com-
pliance costs. We found significant impacts from the number of employees, 
region, and form of business on tax compliance costs (CFIB, 2007). 
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Table 15a: Multivariate analysis PIT/CIT, GST/HST, PST, payroll, and property taxes (level form)

Variables PIT/CIT GST/HST PST Payroll Property

Constant 2954.41*** 2879.28*** 1726.08*** 3940.09*** 783.26***

−6.16 −5.9 −5.4 −6.46 −4.56

Number of employees (0-4 as reference)

5–19 1645.71*** 1498.14*** 997.57*** 2633.75*** 465.11***

−7.72 −7.02 −7.21 −10.08 −6.05

20–49 4566.43*** 3787.66*** 2510.10*** 6365.16*** 1198.19***

−9.88 −10.08 −8.95 −12.67 −8.31

50–99 6433.68*** 5243.71*** 3632.58*** 10282.54*** 1725.41***

−6.59 −7.6 −6.37 −7.56 −6.51

100–499 9284.78*** 8602.02*** 3897.88*** 12097.21*** 2548.74***

−6.41 −6 −5.84 −7.29 −5.12

500+ 37349.78 6913.91* −1508.30** 15925.39** 4519.41***

−1.47 −2.01 (−2.49) −2.39 −1.02

Region (Ontario as reference)

Atlantic Canada −634.29** 411.3 −997.03*** −714.91 ** −141.27

(−2.51) −1.48 (−6.57) (−2.09) (−1.51)

Quebec −573.89 336.57 1055.05*** 123.37 306.61**

(−1.77) −1.06 −4.78 −0.29 −2.18

Manitoba/Saskatchewan −80.71 −171.55 46 −986.98*** −287.53***

(−0.27) (−0.45) −0.19 (−2.86) (−2.83)

Alberta 1269.38*** 1796.32*** −1077.12*** 1210.11*** 66.42

−3.11 −4.97 (−4.78) −2.88 −0.54

Britsh Columbia 873.81** 471.56 57.06 −103.1 −260.68**

−2.17 −1.43 −0.23 (−0.25) (−2.40)

Territories 808.99 704.71 −1790.46*** 695.52 −276.66

−0.8 −0.82 (−5.20) −0.56 (−1.59)

Years in business (5-10 as reference)

1 336.82 501.66 189.15 294.24 47.12

−0.68 −0.75 −0.54 −0.57 −0.31

2–4 446.8 55.63 331.16 186.5 −18.59

−1.19 −0.13 −1.28 −0.43 (−0.15) 

11+ 351.16 0.36 129.32 302.51 193.46**

−1.38 0 −0.78 −1.05 −2.03

Form of business (Unincorporated as reference)

Incorporated 285.1 570.32*** 255.28 416.69 147.93**

−1.22 −2.79 −1.56 −1.28 −2.01
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Variables PIT/CIT GST/HST PST Payroll Property

Sector of activity (Manufacturing as reference)
Agriculture −1021.04** −1093.64*** −1194.49*** −2098.73*** −427.59***

(−2.48) (−3.58) (−5.87) (−4.51) (−3.23)

Natural Resources −371.08 −366.92 −125.27 −1015.3 −203.08

(−0.41) −0.61 (−0.27) (−1.28) (−0.77)

Construction −362.93 911.92** 13.27 581.32 49.78

(−0.88) −2.33 −0.05 −1.03 −0.28

Wholesale −140.25 602.03 194.52 −1713.83*** −323.29*

(−0.28) −0.97 −0.56 (−3.14) (−1.91)

Retail −1346.82*** −183.11 410.99* −1871.68*** −298.08**

(−3.73) (−0.53) −1.67 (−4.07) (−2.29)

Transportation −327.62 683.15 −532.41 464.23 −334.19

(−0.44) −0.97 (−1.32) −0.43 (−1.49)

Arts, Recreation & Information 416.92 1140.48 820.93 −600.09 −170.72

−0.4 −1.19 −1.18 (−0.58) (−0.56)

Finance, Insurance, Real Estate & Leasing 2831.53*** −1397.04*** −695.58*** −1054.90* −63.73

−3.05 (−3.83) (−2.95) (−1.890 (−0.38)

Professional Services 305.39 −598.98* −765.22*** −1652.74 −694.15***

−0.63 (−1.86) (−3.60) (−3.47) (−5.85)

Entreprises & Administration, Management 617.22 276.4 −142.65 192.95 −448.58**

−0.7 −0.43 (−0.24) −0.2 (−2.09)

Social Services −79.64 −1936.59*** −1078.76*** −334.79 −241.38

(−0.15) (−5.79) (−4.71) (−0.34) (−1.37)

Hospitality −1993.35*** −888.74* −543.45 −2495.58*** −336.57

(−3.92) (−1.74) (−1.45) (−3.17) (−1.32)

Personal, Misc. Services −775.63* −255.53 446.23 −916.62 −138.29

(−1.65) (−0.63) −1.35 (−1.62) (−0.60)

Unclassified & IVMs 1248.28 1022.87 147.81 −1365.19 −173.9

−0.8 −1.05 (0.250 (−1.61) (−0.71)

Tax preparer (Employee as reference)
Business owner/manager −1293.29*** −1415.46*** −731.12*** −1256.80*** −212.76**

(−4.41) (−5.47) (−4.01) (−3.73) (−2.16)

Outside professional firm −143.3 −1030.21*** −567.49*** −1005.95*** 21.14

(−0.38) (−3.49) (−2.90) (−2.67) −0.19

Other −55.96 1642.81 65.2 790.21 314.89

(−0.06) −1.13 −0.09 −0.6 −0.8

R2 0.0958 0.0917 0.0812 0.1185 0.0583

N = 6256 6256 6256 6256 6256

Note: *, **, *** indicate statistical significance at the 0.10, 0.05, and 0.01 levels respectively.

Source: Calculations by the authors using the 2008 CFIB survey.

Table 15a (cont’d): Multivariate analysis PIT/CIT, GST/HST, PST, payroll, and property taxes (level form)



58 / The Compliance and Administrative Costs of Taxation in Canada

fraserinstitute.org

Table 15b: Multivariate analysis PIT/CIT, GST/HST, PST, payroll, and property taxes  
(logarithmic form)

Variables lnPIT/CIT lnGST/HST lnPST lnPayroll lnProperty

Constant 7.10 *** 7.06*** 6.68*** 7.18*** 5.96***

−80.33 −82.99 −63.83 −77.53 −56.62

Number of employees (0-4 as reference)

5–19 0.46*** 0.49*** 0.54*** 0.73*** 0.51***

−11.19 −12.64 −11.16 −17.82 −10.38

20–49 1.02*** 1.00*** 1.04*** 1.29*** 1.07***

−16.41 −18.28 −15.48 −21.77 −16.08

50–99 1.29*** 1.27*** 1.27*** 1.58*** 1.29***

−12.89 −15.07 −12.52 −16.98 −12.73

100–499 1.53*** 1.52*** 1.65*** 1.81*** 1.42***

−12.17 −13.4 −12.6 −14.77 −9.43

500+ 2.42*** 1.40*** 0.33*** 1.93*** 1.82

−4.06 −3.8 −2.33 −4.42 −1.55

Region (Ontario as reference)

Atlantic Canada −0.18*** 0.12** −0.21*** −0.12** −0.24***

(−3.34) −2.41 (−2.82) (−2.22) (−3.83)

Quebec −0.27*** 0.04 0.30*** 0.02 0.11*

(−4.81) −0.81 −5.47 −0.36 −1.7

Manitoba/Saskatchewan 0.14** −0.05 −0.11 −0.14** −0.28***

−2.35 (−0.92) (−1.62) (−2.17) (−3.92)

Alberta 0.31*** 0.34*** −0.03 0.19*** 0.02

−5.65 −6.35 (−0.26) −3.55 −0.35

British Columbia 0.1 0.09 −0.01 0.01 −0.17**

−1.53 −1.59 (−0.16) −0.17 (−2.40)

Territories 0.33 0.29 −0.05 0.18 0.07

−1.32 −1.41 (−0.08) −0.68 −0.29

Years in business (5-10 as reference)

1 0.12 0.1 0.22 0.13 0.05

−0.94 −0.74 −1.58 −0.88 −0.37

2–4 −0.04 −0.04 0.08 −0.01 −0.04

(−0.48) (−0.50) −0.85 (−0.16) (−0.42)

11+ 0.08 0.04 0.06 0.06 0.1

−1.57 −0.91 −1 −1.18 −1.61

Form of business (Unincorporated as reference)

Incorporated 0.28*** 0.42*** 0.40*** 0.39*** −0.40***

−5.57 −8.35 −6.38 −7.11 −6.23
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Variables lnPIT/CIT lnGST/HST lnPST lnPayroll lnProperty

Sector of activity (Manufacturing as reference)
Agriculture −0.1 −0.21*** −0.68*** −0.35*** −0.40***

(−1.18) (−2.79) (−6.64) (−3.89) (−4.47)

Natural Resources 0.03 0.08 0.01 0.11 −0.09

−0.24 −0.68 −0.04 −0.99 (−0.62)

Construction 0.03 0.20*** 0.12 0.21*** 0.03

−0.48 −3.19 −1.56 −3.17 −0.41

Wholesale 0.03 −0.01 −0.05 −0.20** −0.20**

−0.33 (−0.19) (−0.63) (−2.54) (−2.25)

Retail −0.33*** −0.19*** −0.01 −0.34*** −0.33***

(−5.28) (−3.36) (−0.23) (−5.59) −4.67)

Transportation −0.08 0.04 −0.14 0.02 −0.19*

(−0.72) −0.38 (−1.16) −0.17 (−1.66)

Arts, Recreation & Information −0.18 −0.1 −0.01 −0.30** −0.42**

(−1.25) (−0.79) (−0.04) (−2.09) (−2.46)

Finance, Insurance, Real Estate & Leasing 0.46*** −0.20* −0.13 −0.03 −0.01

−5.2 (−1.89) (−1.18) (−0.38) (−0.10)

Professional Services 0.18** −0.08 −0.20** −0.21*** −0.39***

−2.5 (−1.18) (−2.36) (−2.86) (−4.28)

Entreprises & Administration, Management 0.07 0.07 0.1 0.15 −0.09

−0.54 −0.61 −0.68 −1.37 (−0.62)

Social Services 0.07 −0.34*** −0.38*** 0.04 −0.11

−0.69 (−3.33) (−2.98) −0.36 (−0.98)

Hospitality −0.60*** −0.37*** −0.38*** −0.51*** −0.53***

(−6.39) (−4.26) (−3.84) (−5.47) (−4.84)

Personal, Misc. Services −0.21** −0.11 0.09 −0.1 −0.11

(−2.48) (−1.49) −0.98 (−1.27) (−1.18)

Unclassified & IVMs 0.1 0.26 0.16 −0.03 0.28

−0.45 −1.3 −0.68 (−0.17) −1.27

Tax preparer (Employee as reference)
Business owner/manager −0.38*** −0.40*** −0.40*** −0.35*** −0.31***

(−8.21) (−9.05) (−7.66) (−7.86) (−5.90)

Outside professional firm −0.14*** −0.21*** −0.21*** −0.25*** −0.02

(−2.77) (−4.70) (−3.95) (−5.39) (−0.29)

Other −0.041 0.02 −0.1 −0.11 0

(−0.27) −0.13 (−0.58) (−0.74) −0.01

R2 0.1832 0.2042 0.1993 0.2421 0.1912

N = 5567 5464 4068 5316 4289

Note: *, **, *** indicate statistical significance at the 0.10, 0.05, and 0.01 levels respectively.

Source: Calculations by the authors using the 2008 CFIB survey.

Table 15b (cont’d): Multivariate analysis PIT/CIT, GST/HST, PST, payroll, and property taxes 
(logarithmic form)



60 / fraserinstitute.org

 2.2 Compliance costs of the Canadian tax 
system—evidence for large firms in 2009

This section examines the compliance costs for 2008-09 for a sample of large 
Canadian businesses. This analysis is divided into three components. The 
first presents the survey and some characteristics of the firms surveyed. The 
second analyzes the all-taxes total costs, the total in-house costs, and the 
total outside costs incurred by those firms. The final section analyzes the tax 
specific total costs, the in-house costs and the outside costs associated with 
the different types of taxes that firms either paid, collected, or withheld for 
the government. 

The survey

The data used in this study was generated by an e-mail survey of 754 businesses 
carried out on behalf of the Fraser Institute in July 2009 (with a reminder in 
September 2009) by the Canadian Chamber of Commerce from which 23 
(3.1% response rate) replies were received. The survey questionnaire found 
in Appendix D asked 62 questions about firms’ characteristics, the corpor-
ate and capital taxes, the property taxes, the sales and excise taxes, the per-
sonal income tax, the payroll taxes, the resource-related payments, and the 
compliance costs. 

The questions on the compliance costs asked the firms to report their 
in-house costs and outside costs as well as a breakdown of the costs with 
respect to the different types of taxes they either collected or withheld for the 
government. All answers to the survey pertain to the tax year 2008.

Among the 23 firms that responded, 21 had a corporate legal structure, 
one firm was a partnership, and one firm was both a corporation and a part-
nership. The respondents had an average of 41 subsidiaries per firm and the 
firm’s number of subsidiaries varied from one firm to the other; the minimum 
was zero and the maximum 200. 

The firms surveyed operated in different sectors of activities. Twenty 
firms were active in only one sector while three firms were active in two 
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sectors. The financial services and the wholesale or retail trade were the two 
most common sectors of activity with four firms present in each of these two 
sectors of activities. The sectors of communications and utilities, manufac-
turing and mining, oil or gas each accounted for three firms. The remaining 
sectors of activities, namely the agriculture, fishing or forestry, professional 
services, and transportation, had, respectively, one firm. 

The average number of employees of the firms surveyed was 6,54524 
(full-time equivalent) but this number varied largely across firms; the lowest 
number of employees was less than 100 and the highest was above 20,000. 
Moreover, the firms surveyed had an annual average turnover of $6.9 billion 
with the lowest turnover less than $10.0 million and the highest turnover 
above $40.0 billion.25 

Among the firms surveyed, 16 filed a corporate income tax return in 
Alberta in 2008, 19 filed a corporate income tax return in Ontario, and 23 
filed a corporate income tax return in Quebec. The majority of the firms (14) 
reported that they were a branch plant or subsidiary of a foreign multinational. 
Canadian firms were larger than foreign-owned firms.26 

The firms were also asked if they had branch plants or subsidiaries 
outside Canada. Two of the firms surveyed had branch plants or subsidiaries 
in the United States only, 10 had branch plants or subsidiaries in the United 
States and elsewhere, while 11 firms had no branch plant of subsidiary outside 
Canada. In addition, 13 firms reported that they used the corporate alloca-
tion formula to allocate profits between provinces and reported an average 
value of assets subject to capital taxes of $3.2 billion. 

The all-taxes compliance costs

This section presents the all-taxes total, the in-house, and the outside costs 
incurred by the surveyed firms. Numbers are rounded to the nearest thou-
sand to avoid giving an impression of precision that our sample size does 
not support. Table 16 shows that the average in-house compliance costs were 
$1.79 million and that, on average, the share of the direct costs in terms of 
wages and salaries in the in-house costs was 79.1%, the share of the direct 
costs in terms of expenses, software, and postage was 8.5%, while the share 

 24 The standard deviation was 18,733 employees.
 25 Turnover is gross business income, which in most cases means sales.
 26 On average, the firms surveyed that were a branch plant or subsidiary of a foreign 

multinational employed 1,798 full-time employees and had an average turnover of 
$5.1 billion. In comparison, the firms who were not a branch plant or subsidiary of 
a foreign multinational employed 13,928 full-time employees and had an average 
turnover of $8.9 billion. 
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of the indirect costs (such as overhead for rent or utilities) in the all-taxes 
in-house costs was 12.4%. If we calculate the ratio of indirect costs to wages 
and salaries, we obtain 22 percent; adding non-wages-and-salary expenses 
to the numerator yields 32%. These are indicators of possible overhead costs.

The respondents reported the breakdown of the in-house compliance 
costs by types of taxes as shown in table 17. The corporate and capital taxes 
accounted for the largest share of these costs while the property taxes and the 
natural resources taxes accounted for little of the in-house compliance costs.

Table 18 shows that the average firm incurred $606,000 in outside 
compliance costs. This table also provides a breakdown of the outside com-
pliance costs by types of outside expenses, namely accountant expenses, 
lawyer expenses, and other types of expenses. Spending on accountants 
accounted for 64.3% of the outside compliance costs, spending on lawyers 
for 20.0%, while the other outside compliance costs incurred by the firm 
accounted for 15.7%.

Table 19 presents the breakdown of the outside compliance costs 
incurred by the firms with respect to the different type of taxes. Looking at 
this table, we see that the corporate and capital taxes again account for the 
largest share of these costs. This share is 13 percentage points higher than 
for in-house compliance costs, which may reflect the more complex nature 
of this tax compared to others and thus the need to use specialized resour-
ces not always available in-house. The smaller share for payroll and personal 
income taxes when compared to those associated with in-house costs can be 
explained by the more routine nature of the associated tax issues.

The total average cost for all taxes calculated from tables 16 and 18 
is $2.4 million. In the literature, it is argued that this could be mitigated by 
cash-flow benefits resulting from firms having access for the time between 
collection and payment to government to amounts due to the government. 
Thus, do large Canadians firms derive cash-flow benefits associated with the 
taxes collected for the government? Only 12 of the 23 firms answered this 
question, with eight answering zero, leaving four non-zero answers; this is 
too small a sample to calculate an amount of benefit but, given the lack of 
interest in answering the question and the high number of zeros, it seems 
likely that this benefit is small.

Table 16: All-taxes compliance costs in-house, large firms, Canada, 2008

Direct costs e.g., 
wages and salaries

Direct costs, e.g., 
expenses—software, 

postage, etc.

Indirect  
costs

Total

Average ($ 000’s) 1,356 139 299 1,794

Share of all taxes in-house costs 79.10% 8.50% 12.40% 100.00%

Source: calculations by the authors using survey data (N=23).
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Could compliance costs be high because firms engage in numerous and 
costly tax minimizing work? Respondents to our survey reported that 97.1% 
of their all-taxes compliance costs can be attributed to the requirements to 
comply with one or another government tax rule or regulation, while 2.9% 
of their all-taxes compliance costs can be attributed to their own decisions 
to carry out various tax-minimizing strategies. Hence, in the absence of such 
tax minimization work, total compliance costs would drop from $2.4 million 
to $2.3 million.

Table 20 shows the average total compliance costs, the percentage of 
in-house compliance costs, and the percentage of outside compliance costs 
for each type of tax. Looking at this table, we see that the natural resources 
tax is the type of tax that has the highest percentage of in-house compliance 
costs. On the other hand, the corporate and capital taxes are the type of taxes 
that have the lowest percentage of in-house compliance costs.

In the remainder of our analysis, we are interested in examining if there 
is a relationship between size and compliance costs as is usually the case as 
shown by the review of the literature (Vaillancourt and Clemens, 2008). Given 
our sample size, we will order our firms into tertiles (one third of the sample) 
from smallest to largest according to the indicator studied in a given table. 

Table 17: Breakdown of all-taxes compliance costs in-house, by type of taxes, large firms, Canada, 2008

Corporate and 
capital taxes

Personal income 
tax

Transaction  
taxes

Property  
taxes

Payroll  
taxes

Natural  
resource taxes

Share of all taxes 
in-house costs

45.60% 7.70% 25.40% 3.00% 16.60% 1.70%

Source: calculations by the authors using survey data (N=22).

Table 18: All-taxes compliance costs outside, by types of costs, large firms, Canada, 2008

Accountants Lawyers Other Total

Average ($ 000’s) 273 157 177 606

Share of all-taxes outside costs 64.3% 20.0% 15.7% 100.0%

Source: calculations by the authors using survey data (N=23).

Table 19: Breakdown of all-taxes outside compliance costs, by types of taxes, large firms, Canada, 2008

Corporate and 
capital taxes

Personal income 
tax

Transaction  
taxes

Property  
taxes

Payroll  
taxes

Natural  
resource taxes

Share of all-taxes 
outside costs

58.9% 5.7% 24.4% 5.5% 5.0% 0.6%

Source: calculations by the authors using survey data (N=20).
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Compliance costs and the firm’s size

Throughout the literature on business compliance costs,27 two principal indi-
cators of the size of the firm are the turnover of the firm and the number of 
full-time employees working for the firm. In order to make a comparison 
between firms of different sizes, it is necessary to account for the size of the 
firm, which has a direct impact on the compliance costs incurred by the firm 
because larger firms tend to have higher compliance costs. 

Table 21 illustrates how all-taxes compliance costs and the in-house 
and outside components change as the turnover of the firm increases.28 The 
respondents were divided into tertiles with respect to their turnover to ana-
lyze the relation between firm’s size and the compliance costs. Looking at 
table 21, we see that the total compliance costs, the in-house compliance 
costs (wages, salaries, expenses, software and overhead, …), and the outside 
compliance costs (accountant and lawyer expenses, …) increase with the 
firm’s turnover, as expected. 

Furthermore, the results also show that the total compliance costs, 
the in-house compliance costs, and outside compliance costs expressed as 
a percentage of turnover decrease with respect to the turnover of the firm. 
These results are in agreement with the previous economic literature on busi-
ness compliance costs reviewed by Vaillancourt and Clemens (2008) and 
show that the business-tax compliance costs are regressive, meaning that 
their burden represents a larger share of turnover for the smaller firms than 
for the larger ones. 

Figure 2 below presents the relation between the all-taxes compliance 
costs in percentage of turnover and the turnover of the firm as calculated 
using regression analysis. Looking at the graph, one can see that the all-taxes 
compliance costs decrease with the firm’s turnover. 

 27 See Vaillancourt and Clemens, 2008 for a recent review.
 28 The relationship with employment is examined in table 24.

Table 20: Share by type of cost of all-taxes total compliance costs, by type of taxes, Canada, large 
firms, 2008

Corporate and 
capital taxes

Personal 
income tax

Transaction  
taxes

Property  
taxes

Payroll  
taxes

Natural  
resource taxes

Average total ($ 000’s) 1,110 258 519 119 239 120

% in-house 73.10% 84.90% 84.10% 85.80% 90.70% 93.20%

% outside 26.90% 15.10% 15.90% 14.20% 9.30% 6.80%

Source: calculations by the authors using survey data (N=20).
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The majority of respondents (18) reported an ongoing tax audit in 2008. 
Table 22 shows the additional internal costs associated with these audits. The 
firms with additional internal compliance costs above zero were the firms 
that had an ongoing tax audit in 2008.

Looking at this table, one can see that the additional internal costs 
of these audits are higher for the larger firms (higher turnover) while the 
additional internal costs as a percentage of turnover are the same for all the 
firms. These results show that, once account is taken of the size of the firm, 

Table 21: Turnover of firms and the all-taxes compliance costs, large firms, tertiles, Canada, 2008

First tertile Second tertile Third tertile All

Average turnover ($ 000’s) 432,714 2,107,125 18,789,124 6,882,267

Total compliance costs ($ 000’s) 750 1,934 4,903 2,502

In-house compliance costs ($ 000’s) 472 1,199 4,036 1,870

Outside compliance costs ($ 000’s) 278 735 867 632

Total compliance costs (% of turnover) 0.17% 0.09% 0.03% 0.04%

In-house compliance costs (% of turnover) 0.11% 0.06% 0.02% 0.03%

Outside compliance costs (% of turnover) 0.06% 0.03% 0.00% 0.01%

Source: calculations by the authors using survey data (N=22).
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Figure 2: Relationship between all-taxes compliance costs as a percentage of 
turnover and turnover in millions of $, large �rms, Canada, 2008
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the additional internal compliance costs incurred by the small firms are simi-
lar to the additional internal compliance costs incurred by the medium and 
large firms.

The firms also reported the additional external costs associated with 
these audits. Table 23 presents these additional external costs.Looking at table 
23, one can see that the additional external costs associated with these aud-
its increase with the firm’s turnover, while the additional external costs as a 
percentage of turnover decrease with the firm’s turnover. Thus, the results 
suggest that the additional external costs of the audits are regressive.

The relation between the second indicator of the firm’s size, the number 
of full-time employees, and the compliance costs incurred by the firm is pre-
sented in table 24. The firms surveyed were divided into tertiles with respect 
to number of full-time employees. Looking at the all-taxes total compliance 
costs, we find that they increase with the number of full-time employees as 
expected. In addition, the in-house compliance costs and the outside compli-
ance costs also increase with the number of full-time employees. Moreover, 
the all-taxes total, the in-house, and the outside compliance costs per full-
time employee, decrease with the firm’s number of full-time employees. These 
results are coherent with the findings of previous studies on compliance costs 
such as Vaillancourt and Clemens (2008) that show that the smaller the busi-
ness, the higher the tax compliance cost per employee. 

We report in figure 3 the result of a regression analysis of the relation-
ship between number of employees and compliance costs. We obtain results 
similar to those calculated using turnover and reported in figure 2: the all-
taxes compliance costs per employee decrease with the firm’s number of 
full-time employees. 

Another characteristic of firms that can influence the compliance costs 
is the share of the turnover that results from activities abroad. One would 

Table 22: All taxes, internal costs associated with audit(s), large firms, tertiles, Canada, 2008

First tertile Second tertile Third tertile All

Average turnover ($ 000’s) 817,750 3,833,600 23,898,250 9,079,385

Average  costs ($ 000’s) 35 121 1,875 634

Average  costs > 0  ($ 000’s) 47 52 2,650 916

Average  costs (% of turnover) 0.00% 0.00% 0.01% 0.01%

Average  costs > 0 (% of turnover) 0.01% 0.01% 0.01% 0.01%

Note: The tertiles are not the same between the Average costs (all respondents) and the Average costs > 0 lines (those > 0); 
thus the averages are not for the same firms.

Source: calculations by the authors using survey data (N=13).
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expect that the firms who are more active abroad tend to have higher compli-
ance costs due to need to comply with the different tax laws and regulations 
across the countries. Table 25 shows the relation between the share of the 
turnover that results from activities abroad and compliance costs.

Looking at the all-taxes total compliance costs, we see that the third 
tertile has higher compliance costs than the firms that fall into the first or the 
second tertile. However, the relation between the share of the turnover that 
results from activities abroad and the compliance costs is less clear when we 
compare the first and second tertile. Despite the fact that the share of turnover 
resulting from activities abroad is lower for the firms in the first tertile, they 
face higher all-taxes total compliance costs than the firms in the second tertile. 

Thus, the results fail to show a straight-forward relation between the share 
of the turnover that results from activities abroad and the compliance costs. On 

Table 23: All taxes, external costs associated with audit(s), large firms, tertiles, Canada, 2008

First tertile Second tertile Third tertile All

Average turnover ($ 000’s) 723,000 3,787,200 20,617,200 8,375,800

Average  costs ($ 000’s) 130 180 440 250

Average  costs > 0  ($ 000’s) 163 180 550 288

Average  costs (% of turnover) 0.02% 0.00% 0.00% 0.00%

Average  costs > 0 (% of turnover) 0.02% 0.00% 0.00% 0.00%

Source: calculations by the authors using survey data (N=15).

Table 24: Number of full-time employees and all-taxes compliance costs, large firms, tertiles, 
Canada, 2008

First tertile Second tertile Third tertile All

Average number of employees 346 2,050 16,676 6,545

Total compliance costs ($ 000’s) 670 1,647 4,788 2,400

In-house compliance costs ($ 000’s) 415 1,344 3,565 1,794

Outside compliance costs ($ 000’s) 255 303 1,223 606

Total compliance costs ($ per employee) 1,939 803 287 367

In-house compliance costs ($ per employee) 1,202 656 214 274

Outside compliance costs ($ per employee) 737 148 73 93

Source: calculations by the authors using survey data (N=23).
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the other hand, the results suggest that once a firm is active abroad (falls in 
either the second or third tertile), its all-taxes total compliance costs increase 
with the share of turnover that results from activities abroad. Furthermore, the 
results also show that once a firm is active abroad its compliance costs per dollar 
of turnover decrease with the share of turnover that result from activities abroad.

This section presented the all-taxes compliance costs incurred by the 
firms and analyzed the relation between the size of the firm and the compli-
ance costs. The results show that the firm’s all-taxes compliance costs increase 
with respect to the firm’s size while the compliance costs per dollar of turnover 
or per full-time employee decrease with respect to the firm’s size.

Compliance costs by type of taxes

In this section, we will present the business-tax compliance costs by type 
of tax and analyze the relation between different indicators associated with 
a specific type of tax and its compliance costs. The section is divided into 
the following six sub-sections, namely, corporate and capital taxes, personal 
income tax, transaction taxes, payroll taxes, and natural resources taxes. 

Corporate and capital taxes
As discussed in the first section, the firms surveyed reported their total, in-
house costs, and outside costs as well as a percentage breakdown of these 
costs with respect to the different types of taxes they either collected or had to 
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Figure 3: Relationship between all-taxes compliance costs per employee 
and the number of full-time employees, large �rms, Canada, 2008
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withhold for the government. Thus, the survey data allow us to calculate the 
compliance costs by type of tax, which is equal to the total all-taxes compli-
ance costs multiplied by the share of total all-taxes compliance costs associated 
with a specific tax. In this subsection, we examine corporate and capital taxes.

The data collected through the survey gave us six indicators that could 
influence the compliance costs associated with the corporate and capital 
taxes. These indicators are: the number of pages of the firm’s federal cor-
porate tax return; the number of assets classes used for capital deprecia-
tion purposes; the percentage of the turnover claimed for Scientific Research 
and Experimental Development (SR&ED) credit; the number of provinces in 
which the firm paid capital tax; the number of branch plants or subsidiaries 
outside of Canada; and the share of intra-firm trade in total turnover (trade 
using transfer pricing).

Table 26 illustrates the relationship between the number of pages of 
the firm’s federal corporate tax return and the CIT/CT compliance costs. 
Looking at the total CIT/CT compliance costs, one can see that the total 
compliance costs increase with the number of pages of the firm’s federal 
corporate tax return but decreases on a per-page basis as that total number 
increases. However, once one takes account of the size of the firms, no clear 
relation emerges. For example, the total corporate income-tax compliance 
costs were 0.02% of the firms’ turnover in all the tertiles. Thus, these results 
suggest no clear relation between the burden of compliance costs and the 
size of the corporate income tax return. 

Table 25: Share of activities abroad in turnover and all-taxes compliance costs, large firms, 
tertiles, Canada, 2008

First tertile Second tertile Third tertile All

Average percentage of turnover  
that results from activities abroad

0.00% 0.10% 47.40% 15.10%

Total compliance costs ($ 000’s) 2,572 761 3,661 2,400

In-house compliance costs ($ 000’s) 2,096 575 2,557 1,794

Outside compliance costs ($ 000’s) 476 185 1,104 606

$ / % of activities abroad 0 1,816 1,710,515 595,514

Turnover ($ 000’s) 7,292,750 895,857 10,849,608 6,583,038

Total compliance costs (% of turnover) 0.04% 0.08% 0.03% 0.04%

In-house compliance costs (% of turnover) 0.03% 0.06% 0.02% 0.03%

Outside compliance costs (% of turnover) 0.01% 0.02% 0.01% 0.01%

Source: calculations by the authors using survey data (N=23).
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The second indicator is the number of assets classes used for capital 
depreciation purposes. Table 27 shows the relation between the number of 
assets classes used for capital depreciation purposes and the CIT/CT com-
pliance costs. The total CIT/CT compliance costs as a percentage of turnover 
increases with the number of assets classes used for capital depreciation, as 
expected. The CIT/CT compliance costs was equal to 0.01% of the turnover 
of the firms in the first tertile, 0.02% of the turnover of the firms in the second 
tertile, and 0.02% of the turnover of the firms in the third tertile. Thus, the rela-
tionship between the number of assets classes for capital depreciation purposes 
and the CIT/CT compliance costs found in the data suggests that this indica-
tor could have an impact on the CIT/CT compliance costs of the firms. But, 
note the U-shaped relationship between number of classes and cost per class.

The third potential indicator is the percentage of the turnover claimed 
for SR & ED credit. Sixteen of the surveyed firms claimed expenditures for 
SR & ED credit. Table 28 shows that CIT/CT compliance costs expressed as a 
percentage of turnover decrease with respect to the firm’s percentage of turn-
over claimed for SR & ED credit. This descriptive relation suggests that the CIT/
CT compliance costs as a percentage of turnover are higher for the firms that 
claim less SR & ED credit when we take account of the firm’s size (turnover). 

The fourth indicator that could influence the CIT/CT compliance costs 
is the number of provinces in which the firm paid capital tax. Table 29 shows 
that the total CIT/CT compliance costs increase with the number of provinces 
in which the firm paid capital tax. However, once one takes account of the size 

Table 26: Number of pages of the firm's federal corporate tax return and CIT/CT compliance costs, 
large firms, tertiles, Canada, 2008

First tertile Second tertile Third tertile All

Average (pages) 52 130 810 339

Total compliance costs ($ 000’s) 431 434 2,381 1,110

In-house compliance costs ($ 000’s) 312 406 1,798 858

Outside compliance costs ($ 000’s) 119 28 583 253

Total compliance costs ($ per page) 8,256 3,346 2,942 3,274

Turnover ($ 000’s) 2,589,500 2,181,429 14,427,983 6,583,038

Total compliance costs (% of turnover) 0.02% 0.02% 0.02% 0.02%

In-house compliance costs (% of turnover) 0.01% 0.02% 0.01% 0.01%

Outside compliance costs (% of turnover) 0.00% 0.00% 0.00% 0.00%

Source: calculations by the authors using survey data (N=23).
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Table 27: Number of assets classes used for capital depreciation purposes and CIT/CT compliance 
costs, large firms, tertiles, Canada, 2008

First tertile Second tertile Third tertile All

Average number of classes 6 16 36 19

Total compliance costs ($ 000’s) 616 543 2,102 1,110

In-house compliance costs ($ 000’s) 519 461 1,543 858

Outside compliance costs ($ 000’s) 97 81 559 253

Total  compliance costs ($ per class) 102,645 33,624 58,789 57,136

Turnover ($ 000’s) 5,534,625 3,008,857 10,758,858 6,583,038

Total compliance costs (% of turnover) 0.01% 0.02% 0.02% 0.02%

In-house compliance costs (% of turnover) 0.01% 0.02% 0.01% 0.01%

Outside compliance costs (% of turnover) 0.00% 0.00% 0.01% 0.00%

Source: calculations by the authors using survey data (N=23).

Table 28: Percentage of the turnover claimed for Scientific Research and Experimental 
Development (SR&ED) credit and CIT/CT compliance costs, large firms, tertiles, Canada, 2008

First tertile Second tertile Third tertile All

Average (%) 0.00% 0.40% 4.30% 1.70%

Total compliance costs ($ 000’s) 1,440 1,998 719 1,342

In-house compliance costs ($ 000’s) 862 1,727 684 1,045

Outside compliance costs ($ 000’s) 578 272 35 296

$ per % of SR & ED 0 4,780 41,826 16,374

Turnover ($ 000’s) 8,588,400 13,801,500 5,362,374 8,925,705

Total compliance costs (% of turnover) 0.02% 0.01% 0.01% 0.02%

In-house compliance costs (% of turnover) 0.01% 0.01% 0.01% 0.01%

Outside compliance costs (% of turnover) 0.01% 0.00% 0.00% 0.00%

Source: calculations by the authors using survey data (N=14).
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of the firm, the data provides no clear descriptive relation between the num-
ber of provinces in which the firm paid capital tax and the CIT/CT compli-
ance costs. For example, the total CIT/CT compliance cost was $636,000 for 
the firms in the first tertile, $692,000 for the firms in the second tertile, and 
$2.0 million for the firms in the third tertile; thus, the income tax compliance 
costs increase with the number of provinces in which the firm pays capital 
tax. On the other end, the total compliance costs as a percentage of the firm’s 
turnover show no clear relation with the reported CIT/CT compliance costs.

The fifth indicator that we analyze is the number of branch plants or 
subsidiaries outside of Canada. Table 30 compares the total, the in-house, 
and the outside CIT/CT compliance costs of the firms that had at least one 
branch plant or subsidiary outside Canada with the CIT/CT compliance 
costs of the firms that did not have a subsidiary outside Canada. Looking at 
the comparison presented in table 30, one can see that the total, the in-house, 
and the outside CIT/CT compliance costs are higher for the firms that had at 
least one subsidiary outside Canada. But, when one takes account of the size 
of the firm, the total CIT compliance costs of the firms that had at least one 
branch plant or subsidiary outside Canada and the firms that did not have a 
branch plant or subsidiary outside Canada were both equal to 0.02% of the 
firm’s turnover. Thus, once the size of the firm is taken into account, the data 
provide no clear relation between the number of plants or subsidiaries out-
side Canada and the CIT/CT compliance costs. 

Table 29: Number of provinces in which a firm paid capital tax and the CIT/CT compliance costs, 
large firms, tertiles, Canada, 2008

First tertile Second tertile Third tertile All

Average number of provinces in which  
firm paid capital tax

0 3 6 3

Total compliance costs ($ 000’s) 636 692 1,951 1,110

In-house compliance costs ($ 000’s) 566 458 1,500 858

Outside compliance costs ($ 000’s) 70 234 452 253

$ by number of provinces 0 230,615 339,388 364,856

Turnover ($ 000’s) 4,446,108 1,810,286 12,896,125 6,583,038

Total compliance costs (% of turnover) 0,01% 0,04% 0,02% 0,02%

In-house compliance costs (% of turnover) 0,01% 0,03% 0,01% 0,01%

Outside compliance costs (% of turnover) 0,00% 0,01% 0,00% 0,00%

Note: Some provinces do not have a capital tax: hence the zero in the first cell of the table.

Source: calculations by the authors using survey data (N=23).
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The sixth indicator available is the share of intra-firm trade—that is, 
trade that uses transfer pricing—in total turnover. As can be seen in table 31:

 Λ when both counterparts are in the same province in Canada, the average 
share of intra-firm trade in total turnover was 10.0%;

 Λ when both counterparts are in Canada but operate in different provinces,  
the share of intra-firm trade in total turnover was 14.7%;

 Λ when one counterpart was in Canada and the other outside, the share of 
trans-border intra-firm trade in total turnover was 17.4%;

 Λ when both counterparts operated outside Canada, the share of intra-firm 
trade in total turnover was 0.0%.

Table 32 shows that total CIT/CT compliance costs increase with the share in 
total turnover of intra-firm trade within a province, that is, when both coun-
terparts in the same province in Canada. On the other hand, once the size of 
the firm is taken into account, the data provide no clear relation between the 
share in total turnover of intra-firm trade when both counterparts are in the 
same province in Canada and the CIT/CT compliance costs. For example, the 
total CIT/CT compliance costs as a percentage of turnover increase from the 
first to the second tertile while the total CIT/CT compliance costs decrease 
from the second to the third tertile. 

Table 30: Number of branch plants or subsidiaries outside Canada and CIT/CT compliance costs, 
large firms, tertiles, Canada, 2008

At least one branch plant or 
subsidiary outside Canada

No branch plant or subsidiary 
outside Canada

Average number of branch plants or subsidiaries 52 0

Total compliance costs ($ 000’s) 1,408 837

In-house compliance costs ($ 000’s) 1,072 661

Outside compliance costs ($ 000’s) 336 176

Turnover ($ 000’s) 9,104,636 4,271,572

Total compliance costs (% of turnover) 0.02% 0.02%

In-house compliance costs (% of turnover) 0,01% 0.02%

Outside compliance costs (% of turnover) 0.00% 0.00%

Source: calculations by the authors using survey data (N=23).
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Moreover, table 33 shows that the share in total turnover of intra-firm 
trade within Canada when both counterparts are in Canada but operate in 
different provinces follows the same pattern as intra-firm trade within a prov-
ince when both counterparts operate in the same province of Canada. The 
total CIT/CT compliance costs increase with the share in total turnover of 
intra-firm trade when both counterparts are in Canada but different prov-
inces, while the total CIT/CT compliance costs expressed in percentage of 
the firm’s turnover increase with respect to the same share.

On the other hand, table 34 shows that the CIT/CT compliance costs 
and the CIT/CT compliance costs expressed in percentage of the firm’s turn-
over both increase with the share of intra-firm trade in total turnover (for one 
counterpart in Canada and one outside). This relation between the intra-firm 
trade share in total turnover (one counterpart in Canada, one outside) and the 
CIT/CT compliance suggests that an increase in the share of this type of intra-
firm trade could significantly increase the firm’s CIT/CT compliance costs.

Table 32: Share in total turnover of intra-firm trade within province when both counterparts operate 
in same province in Canada and CIT/CT compliance costs, large firms, tertiles, Canada, 2008 

First tertile Second tertile Third tertile All

Average share (%) 0.0% 0.0% 32.4% 10.0%

Total compliance costs ($ 000’s) 428 776 1,696 952

In-house compliance costs ($ 000’s) 322 650 1,564 831

Outside compliance costs ($ 000’s) 106 126 132 122

Turnover ($ 000’s) 3,220,250 4,761,774 12,153,750 6,561,913

Total compliance costs (% of turnover) 0.01% 0.02% 0.01% 0.01%

In-house compliance costs (% of turnover) 0.01% 0.01% 0.01% 0.01%

Outside compliance costs (% of turnover) 0.00% 0.00% 0.00% 0.00%

Source: calculations by the authors using survey data (N=13).

Table 31: Share (%) of intra-firm trade in total turnover

Intra-firm trade within 
province— both 

counterparts in same 
province of Canada

Intra-firm trade 
within Canada—both 

counterparts in Canada 
but different provinces

Trans-border intra-firm 
trade—one counterpart 
in Canada, one outside

Intra-firm trade—both 
counterparts outside 

Canada 

Average share (%) 10.0% 14.7% 17.4% 0.0%

Source: calculations by the authors using survey data (N=13).
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Table 33:  Share in total turnover of intra-firm trade within Canada when counterparts operate in 
different provinces and CIT/CT compliance costs, large firms, tertiles, Canada, 2008

First tertile Second tertile Third tertile All

Average share (%) 0.0% 1.7% 42.4% 14.7%

Total compliance costs ($ 000’s) 428 776 1,696 952

In-house compliance costs ($ 000’s) 322 650 1,564 831

Outside compliance costs ($ 000’s) 106 126 132 122

Turnover ($ 000’s) 1,289,750 942,250 2,516,000 1,582,667

Total compliance costs (% of turnover) 0.0% 0.1% 0.1% 0.1%

In-house compliance costs (% of turnover) 0.0% 0.1% 0.1% 0.1%

Outside compliance costs (% of turnover) 0.0% 0.0% 0.0% 0.0%

Source: calculations by the authors using survey data (N=12).

Table 34: Share in total turnover of trans-border, intra-firm trade when one counterpart operates 
in  Canada, one outside, and the CIT/CT compliance costs, large firms, tertiles, Canada, 2008

First tertile Second tertile Third tertile All

Average share (%) 0.0% 6.0% 48.0% 20%

Total compliance costs ($ 000’s) 641 783 2,067 1,140

In-house compliance costs ($ 000’s) 579 616 1,667 933

Outside compliance costs ($ 000’s) 62 167 399 207

$ by percentage of intra-firm trade 0 92,389 680,768 247,388

Turnover ($ 000’s) 5,167,774 6,267,833 12,626,800 7,911,242

Total compliance costs (% of turnover) 0.01% 0.01% 0.02% 0.01%

In-house compliance costs (% of turnover) 0.01% 0.01% 0.01% 0.01%

Outside compliance costs (% of turnover) 0.00% 0.00% 0.00% 0.00%

Source: calculations by the authors using survey data (N=16).
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The results suggest a positive relation between the share of trans-
border intra-firm trade, with one counterpart in Canada and the other out-
side, in total turnover and the CIT/CT compliance costs. In other words, 
the Canadian firms that have a large volume of trans-border trade with their 
outside counterparts tend to have higher CIT/CT compliance costs as a per-
centage of their turnover.

Property tax
This subsection focuses on the compliance costs associated with the prop-
erty tax bills paid by the firms. On average, firms reported $136,000 in total 
property tax compliance costs, of which $126,000 were in-house compliance 
costs and $10,000 were outside compliance costs. 

Firms paid property taxes in an average of five provinces. The data con-
tain two indicators that could influence the property tax compliance costs. 
These indicators are the number of property tax bills paid by the firm and the 
number of provinces in which the firm paid property tax bills multiplied by 
the number of property tax bills paid by the firm.

Table 35 shows that the total property tax compliance costs increase 
with the number of property tax bills paid by the firm, while there seems to 
be no clear relation between the total compliance costs per property and the 
number of property tax bills paid by the firm. The average number of property 
increases substantially from the second to the third tertile because two firms 
reported a large number of property tax bills. Once we take into account the 
retail nature of the businesses of these two firms, their answers to the ques-
tion are reasonable. 

The second indicator, the number of provinces in which the firm paid 
property tax bills multiplied by the number of property tax bills paid by the 
firm, can be interpreted as a proxy for the complexity of the property tax 
compliance for a firm. Table 36 shows that the property tax compliance costs 
increase with an increase in the complexity index while the total compliance 
costs per unit of this index decrease with an increase in the complexity index. 

These results suggest that the complexity of the property tax compli-
ance (the number of property tax bills multiplied by the number of provinces) 
increase the total property tax compliances costs but decrease the total prop-
erty compliance costs per unit of the complexity index. In other words, a 1% 
increase in the complexity index increase the property tax compliance costs 
by less than 1%.

We note that 13 firms reported that they simply paid all their property 
tax bills while six firms reported that they paid their property tax bills but 
formally appealed some. Furthermore, nine firms hired an expert to exam-
ine their property tax bills and the average cost of doing this was $144,000. 
Among the firms surveyed, 15 reported that they appealed a property tax bill 
in the last five years and, among those who appealed, 12 settled. 
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Transaction taxes
This subsection analyzes the complicance costs of transaction taxes (sales and 
excise taxes) of the firms surveyed. Twenty-one firms reported that they had 
to collect the federal goods and services tax or provincial retail sales tax (RST). 
Overall, 56.5% of the taxable transactions were made via non-internet and non-
physical means (that is, mail, phone, or fax), 34.4% through a physical location, 
and 9.2% through the internet. The firms surveyed used an average of nine GST 
registration number. In addition, 20 firms said that they remitted the GST to the 
government on a monthly basis, one reported on an annual basis, one reported 
on a quarterly basis, and one reported on both an annual and monthly basis. 

Table 35: Number of property tax bills and property tax compliance costs, large firms, tertiles, 
Canada, 2008

First tertile Second tertile Third tertile All

Average number of property tax bills 4 13 4,321 1,518

Total compliance costs ($ 000’s) 1 28 363 136

In-house compliance costs ($ 000’s) 1 10 350 126

Outside compliance costs ($ 000’s) 0 18 13 10

Total compliance costs ($ per property tax bill) 351 2,191 84 90

In-house compliance costs ($ per property tax bill) 351 766 81 83

Outside compliance costs ($ per property tax bill) 0 1,425 3 7

Source: calculations by the authors using survey data (N=20).

Table 36: Number of property tax bills × number of provinces in which property tax was paid 
(complexity index) and property tax compliance costs, large firms, tertiles, Canada, 2008

First tertile Second tertile Third tertile All

Average of number of property tax bills × number  
of provinces in which property tax was paid

3 41 36,038 12,548

Total compliance costs ($ 000’s) 3 24 318 119

In-house compliance costs ($ 000’s) 3 8 306 110

Outside compliance costs ($ 000’s) 0 15 12 9

Total compliance costs (cost in $ / complexity index) 985 578 9 9

In-house compliance costs (cost in $ / complexity index) 985 202 8 9

Outside compliance costs (cost in $/ complexity index) 0 376 0 1

Source: calculations by the authors using survey data (N=20).
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Furthermore, 18 firms said that they remitted the RST on a monthly 
basis, two reported on an annual, monthly, and quarterly basis, while one 
reported the RST on both an annual and monthly basis (two firms did 
not answer the question). On average, the surveyed firms collected the 
GST, the HST, and the QST on 63.9% of their sales and only two of the 
23 firms reported that they had difficulty determining the GST status 
of their sales. 

Of the 21 firms who answered the question, 13 said that they did not 
collect the GST, HST, and QST on a proportion of their sales because they 
zero-rated, four because they were exempt, and four because some sales were 
zero-rated while others were exempt. Nine firms collected excise taxes or duty.

The data collected through the survey gave us three indicators that 
could have an impact on the transaction tax compliance costs. These indi-
cators are the number of taxable transactions per business day, the per-
centage of sales on which the firm collected the provincial retail sales 
tax and the transaction taxes, and the percentage of turnover on which 
the excise taxes or duty apply. We will examine whether there is a rela-
tion between these indicators and the transaction tax compliance costs 
reported by the firms. 

The firms were asked to report the number of taxable transactions they 
processed per business day and their answer was multiplied by 260 days to 
obtain the annual number of transactions. Table 37 shows that the total com-
pliance costs per transaction decreased with the firm’s number of taxable 
transactions per business day. On the other hand, the data provide no clear 
relation between the number of taxable transaction per business day and the 
total transaction compliance costs. For example, the total transaction compli-
ance costs decrease with an increase in the number of taxable transactions 
from the first to the second tertile while the total transaction compliance 
costs increase with an increase in the number of taxable transactions from 
the second to the third tertile.

Table 38 shows the relation between the percentage of sales on which 
the firm collected the provincial retail sales tax and the transaction tax com-
pliance costs. Looking at this table, one can see the survey results provide no 
clear relation between the compliance costs in percentage of turnover and the 
percentage of sales on which the firm collected the provincial retail sales tax.

Table 39 illustrates the relation between the percentage of turnover on 
which excise taxes or duty apply and the transaction tax compliance costs. 
Looking at the total costs expressed in percentage of the firm’s turnover, we 
can see that the total transaction tax compliance costs in percentage of the 
firm’s turnover increase with the percentage of turnover on which the excise 
taxes or duty apply. Thus, taking into account the size of the firm. the total 
transaction tax compliance costs increase with the percentage of the firm’s 
turnover on which the excise taxes or duty apply.
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The analysis of the available indicators that could have an impact on 
the transaction tax compliance costs show that the total compliance costs as 
a percentage of the firm’s turnover decrease with the firm’s number of taxable 
transactions per business day and increase with the percentage of turnover 
on which the excise taxes or duty apply.

Table 37: Number of taxable transactions per business day and transaction tax compliance costs, 
large firms, tertiles, Canada, 2008

First tertile Second tertile Third tertile All

Average number of transactions 13,118 139,320 9,552,240 3,234,893

Total compliance costs ($ 000’s) 585 358 1277 740

In-house compliance costs ($ 000’s) 341 305 950 532

Outside compliance costs ($ 000’s) 244 52 327 208

Total compliance costs ($ per transaction) 45 3 0 0

In-house compliance costs ($ per transaction) 26 2 0 0

Outside compliance costs ($ per transaction) 19 0 0 0

Source: calculations by the authors using survey data (N=15).

Table 38: Percentage of sales on which the firm collected provincial retail sales tax and 
transaction tax compliance costs, large firms, tertiles, Canada, 2008

First tertile Second tertile Third tertile All

Average percentage of taxable sales 0.0% 0.6% 32.5% 11.5%

Standard error 0.0 0.5 24.9 21.1

Total compliance costs ($ 000’s) 738 471 343 519

In-house compliance costs ($ 000’s) 566 258 306 382

Outside compliance costs ($ 000’s) 172 213 37 138

Total compliance costs ($/%) 0 1,606 69,986 24,832

Turnover ($ 000’s) 7,940,375 1,549,000 9,630,483 6,583,038

Total compliance costs (% of turnover) 0.01% 0.03% 0.00% 0.01%

In-house compliance costs (% of turnover) 0.01% 0.02% 0.00% 0.01%

Outside compliance costs (% of turnover) 0.00% 0.01% 0.00% 0.00%

Source: calculations by the authors using survey data (N=23).
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Personal income tax
In this subsection, we examine personal income taxes. The firms prepared 
an average of 6,475 T4 slips for Revenue Canada and 2,146 Relevé 1 slips for 
Revenu Québec. These two forms state the wages and salaries paid to, and the 
taxes withheld from, an employee. Among the 23 surveyed firms, all reported 
that they withheld the Canadian pension plan (CPP) and the Employer insur-
ance (EI) payroll tax, 22 withheld the Federal personal income tax (Federal PIT), 
17 withheld the Quebec pension plan (QPP) while 15 withheld the Quebec 
parental insurance plan (QPIP). The data collected through the survey gave us 
two indicators that could possibly explain the compliance costs to the firms for 
collecting personal income tax. The two indicators are respectively the number 
of T4 slips and the number of Relevé 1 slips prepared by the firm. 

Table 40 illustrates the relation between the number of T4 slips pre-
pared by the firm and the personal income tax compliance costs of the firm.
Looking at this table, we can see that the total personal income tax compli-
ance costs increase with the number of T4 slips prepared by the firm while 
the per-item total compliance costs ($ per personal income tax slip) decrease 
with the number of T4 slips prepared by the firm. 

The reader may want to know the impact of adding the number of 
Relevé 1 to the number of T4 slips prepared by the firm. Table 41 illustrates 
the relation between the number of T4 slips and Relevé 1 slips prepared by 
the firm and the personal income tax compliance costs. Table 41 shows that 
the personal income tax compliance costs increase with the number of T4 

Table 39: Percentage of turnover on which excise taxes or duty apply and transaction tax 
compliance costs, large firms, tertiles, Canada, 2008

First tertile Second tertile Third tertile All

Average percentage of turnover on which 
excise taxes or duty apply

0.0% 1.0% 54.5% 18.5%

Total compliance costs ($ 000’s) 135 1746 636 839

In-house compliance costs ($ 000’s) 132 1289 504 642

Outside compliance costs ($ 000’s) 4 456 132 197

Total compliance costs ($/%) 0 45,840 427,463 157,768

Turnover ($ 000’s) 1,863,000 15,883,667 3,692,667 7,146,444

Total compliance costs (% of turnover) 0.01% 0.01% 0.02% 0.01%

In-house compliance costs (% of turnover) 0.01% 0.01% 0.01% 0.01%

Outside compliance costs (% of turnover) 0.00% 0.00% 0.00% 0.00%

Source: calculations by the authors using survey data (N=9).
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Table 40: Number of T4 slips prepared by the firm and personal income tax compliance costs, 
large firms, tertiles, Canada, 2008

First tertile Second tertile Third tertile All

Average number of T4 slips prepared 373 2,787 15,805 6,475

Total compliance costs ($ 000’s) 28 152 583 258

In-house compliance costs ($ 000’s) 27 112 322 155

Outside compliance costs ($ 000’s) 1 40 261 103

Total compliance costs ($ per personal income tax slip) 74 54 37 40

In-house compliance costs ($ per personal income tax slip) 72 40 20 24

Outside compliance costs ($ per personal income tax slip) 2 14 17 16

Average share of the payroll prepared in-house 12.50% 42.86% 87.50% 47.80%

Average share of the payroll prepared outside 37.50% 14.29% 0.00% 17.40%

Average share of the payroll prepared by both 50.00% 42.86% 12.50% 34.80%

Source: calculations by the authors using survey data (N=23).

Table 41: Number of T4 and Relevé slips prepared by the firm and personal income tax 
compliance costs, large firms, tertiles, Canada, 2008

First tertile Second tertile Third tertile All

Average number of T4 and Relevé 1 slips prepared 383 3,456 21,110 8,528

Total compliance costs ($ 000’s) 28 85 641 258

In-house compliance costs ($ 000’s) 27 85 345 155

Outside compliance costs ($ 000’s) 1 0 296 103

Total compliance costs ($ per personal income tax slip) 72 25 30 30

In-house compliance costs ($ per personal income tax slip) 70 25,0 16 18

Outside compliance costs ($ per personal income tax slip) 2 0 14 12

Average share of the payroll prepared in-house 37.5% 71.4% 37.5% 47.8%

Average share of the payroll prepared outside 37.5% 14.3% 0.0% 17.4%

Average share of the payroll prepared by both 25.0% 14.3% 62.5% 34.8%

Source: calculations by the authors using survey data (N=23).
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and Relevé 1 slips prepared by the firm. However, the per-unit total personal 
income tax compliance costs decrease from the first to the second tertile and 
decrease from the second to the third tertile. The increase may be the result 
of preparing income tax slips for two tax systems instead of one. Hence a T4 
and a Relevé 1 are not substitutable from the point of view of compliance 
costs. Thus, the results show that the more T4 slips prepared by the firm, 
the higher the firm’s personal income tax compliance costs.

Payroll taxes
We turn in this subsection to payroll taxes. The firms surveyed were also 
asked to identify the provinces in which they paid payroll taxes. Among the 
23 firms surveyed, eight firms paid payroll taxes in Newfoundland & Labrador, 
18 in Quebec, 20 in Ontario, 11 in Manitoba, while 2 firms did not pay pay-
roll taxes. Moreover, firms paid workers compensation board premiums in 
an average of six provinces and territories. 

Table 42 shows the relation between the firm’s number of full-time 
employees and the payroll tax compliance costs. Table 42 shows that the total 
payroll tax compliance costs decrease from the first to the second tertile but 
increase from the second to the third tertile. Thus, the results show no clear 
relation between the total payroll tax compliance costs and the firm’s number 
of full-time employee. However, the results show that the total payroll tax 
compliance costs per employee decrease with the firm’s number of full-time 
employees, which suggest that the payroll tax compliance costs per employee 
are higher for the small firms.

Resource-related payments
Only four of the 23 firms paid resource-related items such as royalties, stump-
age fees, and other resource-related payments. Furthermore, these firms paid 
resource-related payments in an average of five provinces or territories. The 
average share of resource-related payments in the firm’s turnover was 18% 
and the average resource tax compliance costs were $480,000. Because of the 
small number of firms that paid the resource-related payment it is not pos-
sible to analyze the relation between the share of resource-related payments 
in a firm’s turnover and the resource tax compliance costs.

Conclusion

Our findings show that compliance costs decrease:

 Λ overall as a percentage of turnover and number of employees for these two 
size indicators (tables 21 and 24);

 Λ for corporate income taxes and capital taxes with the number of pages in 
the return (table 26);
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 Λ for property taxes with an indicator of the number of properties or 
jurisdictions (table 36);

 Λ for transaction taxes for the number of transactions (table 37);

 Λ for the personal income tax with the number of federal income tax slips 
(table 40);

 Λ for payroll taxes with the number of employees (table 42).

Overall, our results confirm the presence of regressivity with respect to firm 
size for various indicators of the compliance costs for large firms. Table 43 
shows the regressivity with respect to firm size for five taxes, namely the total 
compliance costs, the total corporate income tax compliance costs, the total 
payroll tax compliance costs, the total personal income tax compliance costs, 
and the total transaction taxes compliance costs.

Table 42: Number of full-time employees and payroll tax compliance costs, large firms, tertiles, 
Canada, 2008

First tertile Second tertile Third tertile All

Average number of employees 346 2,050 16,676 6,545

Total compliance costs ($ 000’s) 279 195 236 239

In-house compliance costs ($ 000’s) 145 156 236 180

Outside compliance costs ($ 000’s) 135 39 0 59

Total compliance costs ($ per employee) 808 95 14 36

In-house compliance costs ($ per employee) 418 76 14 28

Outside compliance costs ($ per employee) 390 19 0 9

Source: calculations by the authors using survey data (N=23).

Table 43: Ratio of compliance costs by tertile to costs of first tertile, five compliances costs, large 
firms, Canada, 2008

First tertile Second tertile Third tertile

Total compliance costs per employee 1 0.41 0.15

CIT compliance costs per page of return 1 0.41 0.36

Payroll compliance costs per employee 1 0.12 0.02

PIT compliance costs per T4 slip 1 0.73 0.5

Transaction tax compliance costs per transaction 1 0.07 0.0

Source: calculations by the authors using results of the tables above.
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 Part 3 Overall compliance and 
administrative costs of taxes 
in Canada, 2007

This chapter summarizes the results of the two previous sections on the com-
pliance costs of various taxes in Canada and adds information on their admin-
istrative costs for 2007, the year of the main survey. We first present compli-
ance costs, then administrative costs by tax, and then summarize our findings.
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 3.1 Complicance costs of taxes

Table 44 presents the compliance costs incurred by individuals and businesses. 
The lower-bound compliance costs for personal income tax for individuals 
is the one obtained by not including the compliance costs of tax disputes or 
the compliance costs associated with social programs. The higher-bound 
estimate includes the costs of tax disputes and is corrected by a factor of 10% 
for possible underestimation.

The lower-bound compliance costs for property taxes for individuals do 
not include the costs of challenging valuation of a property while the higher 
one does. The “Individual—all taxes” line is the sum of these two items.

Compliance costs of taxes for businesses 
We first report overall costs by size of business before turning to the costs 
by type of tax. We use data from a CFIB survey conducted in late 2007 and 
early 2008 and thus reporting information for 2007. It yields a total cost of 
$12.6 billion (CFIB, 2008: 14, table 3). There are three issues to be raised 
with respect to this number.  The first is that this amount is for private-sector 
employers only. It neglects public-sector employers that in 2007 accounted 
for 961,000 employees.29 Of those employees, 786,000 are found in the lar-
ger employers (500+). So one would be tempted to correct this amount by 
multiplying the overall number of employees in the public sector by the aver-
age compliance costs of large employers, that is $212. 

This would be incorrect, however, as public-sector employers do not 
incur some of the compliance costs of private-sector employers since they do 
not, for example, pay corporate income taxes and do not usually collect and 
remit the GST, HST, or PST taxes. Payroll taxes and personal income taxes 
account for 25% of in-house compliance costs of large firms (table 17). Given 
that some costs may be incurred with respect to property taxes and trans-
action taxes, we will use 30% of the compliance cost of large employers, that 
is $64 per employee for an additional cost of $61.5 million and a total cost of 
$12.7 billion, yielding our lower-bound estimate

 29 CANSIM 281-0042, Employment by enterprise size of employment (SEPH) for all 
employees.
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The second issue is that the amount for large firms is derived from an 
estimation by the CFIB as their members do not include large employers. 
This is an acceptable way to proceed but we do have data on large businesses 
drawn from the survey described above. We know that there were 2,904 
businesses in 2007 with more than 500 employees (Industry Canada, 2008). 
We calculated that the average internal compliance cost for large firms was 
$1,794,000 and the average external compliance cost, $606,000, for a total 
compliance cost of $2.4 million per firm (tables 16 and 18). This is similar to 
the results of a study by PriceWaterhouseCoopers that reports a compliance 
cost per respondent of 2.1 million (PwC, 2008: 23, table 3.1).

Our average total compliance cost per employee is $367 (table 24); it 
goes from $1,939 in the first tertile to $803 for the second to $287 for the last 
third of respondents (ranked by number of employees). Multiplying the CFIB 
employee number by the $367 figure30 yields a total compliance cost of $2.0 
billion rather than $1.2 billion as reported in the CFIB study (2008: 14, table 3). 
This corrected for the missing public-sector employees ($105,806,100) and 
thus $2.1 billion can be seen as an upper-bound estimate of the costs of the 
500+ employers. So, we should add $892.0 million to the total amount of 
$13.6 billion, for a total of $14.5 billion.

The third issue is that, contrary to a previous survey on this topic by 
CFIB in 2005, respondents were asked for both direct in-house costs and 
overhead costs. This is reflected in a 30% increase in compliance costs over 
these two years. Taking out inflation over that period of 4.2%,31 one is left 
with a 26% increase; this is reassuring insofar as Vaillancourt and Clemens 
(2008: 73) had used a 36% overhead margin in their calculations to account 

 30 The average employer size for the first quintile is 346 employees. We calculated an average 
for the last two quintiles using the average costs and the average firm size of, respectively, 
$205 and 16,676; this yields an average cost of $343. 

 31 CANSIM 326-0021; CPI values for 2007 and 2005 were used to compute inflation.

Table 44: Individual, business, and societal tax compliance costs, Canada, 2007

Lower-bound estimate Upper bound estimate

Individual—personal income tax ($ 000’s) 3,999,735 5,835,638

Individual—property tax ($ 000’s) 125,585 219,775

Individual—all taxes ($ 000’s) 4,123,110 6,055,413

Business—all taxes ($ 000’s) 12,651,000 15,936,180

Society—all taxes ($ 000’s) 16,774,110 21,991,593

Source: calculations by the authors using results of the tables above and discussion in text.
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for this omission. The issue remains: Does this fully account for overhead? 
We would argue that it probably does not as it is easy to forget some indirect 
expenses (such as the cost of the human resources branch in hiring tax exper-
tise). We thus add 10% to the number reported above, yielding $15.9 billion 
as the upper-bound estimate of business compliance costs.

Before turning to the administrative costs, it is interesting to exam-
ine briefly the importance of various taxes in the total compliance costs of 
businesses. Figure 4 reports the breakdown of compliance costs for small 
and medium-sized firms in Canada. It shows that transaction based taxes 
(GST/HST/PST) account together for 38% of compliance costs, followed with 
similar shares of compliance costs by payroll (29%) and income (27%) taxes. 
Figure 5 shows that, for large firms, it is corporate income tax, followed by 
transaction taxes, that accounts for the largest share of compliance costs.

Figure 5: Share (%) of speci�c compliance costs, Canada, 2009, large �rms 

Source: table 17.

Payroll taxes 10%

Personal income tax 11%

Corporate and capital taxes 47%

Natural resource taxes 5%

Property taxes 5%

Transaction taxes 22%

Figure 4: Share (%) of tax-speci�c compliance costs in total compliance costs, 
Canada, 2007

Source: CFIB, 2008: 18, table 4.

Payroll taxes 29%

Property taxes 6%

PST 13%
GST/HST 25%

Income tax 27%
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 3.2 Administrative costs

Table 45 presents information on the administrative costs of collecting taxes 
in Canada in 2007 (2007–2008). The various amounts presented for the fed-
eral and provincial governments in table 45 are taken from public documents. 
They are more (CRA) or less (smaller provinces) precise but of a reasonable 
order of magnitude.

As to property taxes, Sjoquist and Walker (1999) report that previous stud-
ies by Netzer (1966) and Wicks and Killworth (1967) find an administrative cost 
of collecting the property tax of 1.5% of revenue. In their work, they report the 
average costs of assessment offices in Georgia (138 out of 159 offices provided 
responses for the year 1992) as well as the average number and average value 
for four types of properties (agricultural, commercial, industrial, and residential) 
in table 1 (1999). The ratio of average costs to average assessment value is 0.4% 
and the cost per parcel $8.20.This is not incompatible with the 1.5% figure noted 
above since it covers only the cost of assessment and not those of preparing tax 
bills, sending them out, and following up on them; and since it includes only vari-
able costs and no cost of capital. Vaillancourt and Clemens (2008: 79, table 3.5) 
report costs of 1.4%  to 1.5% of revenues collected for two large tax collecting bod-
ies in Canada. So, we will use 1.5% of revenues to estimate administrative costs. 

In Canada, property tax revenues were, in 2007, $43,643 million using 
a narrow definition and $51,277 million using a broader definition of property 
taxes. Thus, in 2007, administrative costs were $654.6 to $769.2 million.32 
We use the average of these two numbers in table 45. Since according to the 
Survey of Household Expenditures, households living in owned properties 
(8,711,11033 or 66.2% of all 13,164,370 households) paid $21.1 to $22.6 billion34 
in property taxes, one can attribute to them 47.2% of administrative costs 
using the mid-point estimate of owner-paid taxes ($21.85 billions) or $309 to 
$363 million of administrative costs, with the remainder paid by businesses.

 32 CANSIM table 385 -0001. The narrow definition is general property taxes  while the 
broader one adds Capital taxes  and Other property and related taxes.

 33 An additional 1,063,950 households paid taxes on vacation homes 
 34 CANSIM table  203-0003. The smaller number is only for owned living quarters 

while the higher one includes owned vacation homes.
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Adding up the various administrative costs yields a total cost of $5.2 
billion. Own revenues for 200735 for all governments, excluding sales of goods 
and services, investment income, and other revenues, were $537 billion for an 
administrative cost ratio of 0.97%, or roughly $1 of expenses for each dollar 
of taxes collected. Table 46 presents the administrative and compliance costs  
together. In total, they are of the order of 1.5% of GDP.

 35 CANSIM Table 385-0001, Consolidated federal, provincial, territorial and local gov-
ernment revenue and expenditures, annual (dollars). 

Table 45: Administrative costs of collecting taxes in Canada in 2007 (2007-2008)

Cost ($ millions) Type of tax

Federal--Canada Revenue Agency 3,439 Federal PIT, CIT, GHST/HST, payroll taxes, excise taxes and 
duties, federally collected provincial PIT and CIT

Administrative costs, Alberta 46 Provincial CIT, excise taxes

Administrative costs, BC 47 Sales tax, excise taxes

Administrative costs, Ontario 335 Sales tax, CIT, payroll taxes, excise taxes

Administrative costs, Quebec 555 PIT, CIT, GST sales tax, payroll taxes, excise taxes

Administrative costs, Manitoba 17 Sales tax, excise taxes

Administrative costs, Saskatchewan 14 Sales tax, excise taxes

Administrative costs, Atlantic provinces 
(estimated)

45 Sales tax (1 province), excise taxes

Administrative costs, municipalities and 
school boards 

712 Property taxes

Total 5,210 All taxes

Sources
CRA: Canada Revenue Agency, 2008g: 160, table 1: Comparison of planned to actual spending total - (Softwood Lumber (note 
2) and benefits item)). This amount includes payment to Revenu Québec for GST collection; said amount not included in 
Revenu Québec costs.
Alberta: Alberta, Treasury Board and Finance, 2008: 46.
British Columbia: British Columbia, Ministry of Small Business and Revenue, and Minister Responsible for Regulatory Reform, 
2008: 21, table “Resource Summary”, line “Revenue programs, Gross.”
Saskatchewan: Saskatchewan, Ministry of Finance, 2008: 22, table “ Expense”, line “Revenue Division”.
Manitoba: Manitoba Finance, 2008: 79, table: “Part A: Expenditure Summary by Appropriation”, subsection “Taxation”.
Ontario: Ontario, Ministry of Finance, 2009: Items 1201 + 1202 + 1203 net of Municipal + Treasury Board.
Quebec: Quebec, Ministry of Finance, 2008: 2–164: (($1,215 (total) − $668 (créances) − $35 (pensions) = $512 (table 5, p. 31) + 
$51 (IT table 8, p. 36)).
Property tax: see discussion in text.
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Table 46: Administrative and compliance costs of taxation, Canada (2007-2008) 

Lower-bound estimate Upper-bound estimate

Individual compliance costs ($ millions) 4,123 6,055

Business compliance costs ($ millions) 12,651 15,936

Administrative costs ($ millions) 5210 5210

Total costs ($ millions) 21,984 27,201

Total costs/Tax revenue 4.10% 5.10%

Total costs/GDP 1.40% 1.80%

Sources: Tables 44 and 45; GDP: CANSIM Table 380-0016. (Gross domestic product (GDP); income-based GDP is  
$1,529,589,000,000 in 2007.)
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 Part 4 Estimates for 2011

This study represents the first comprehensive update of tax compliance costs 
since the early 1990s. As discussed throughout the paper, enormous efforts 
were undertaken to collect and analyze original input data required to calcu-
late tax compliance costs, such as the time and costs incurred by individuals 
in completing, filing, and challenging their personal income taxes.

For a number of reasons, there was a delay in releasing the entirety 
of the paper in 2009–2010. In order to provide the readers and those inter-
ested with more recent estimates, the input data collected for 2007 has been 
updated in this section to reflect 2011 values so as to allow for a calculation 
of compliance and administrative costs as of 2011. In other words, the same 
methodology employed throughout the study has been used in this section, 
except that the values have been adjusted to reflect 2011 costs.
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 4.1 Personal income tax compliance cost

There were two adjustments made to update the personal income tax com-
pliance cost estimates. First, costs per tax filer were increased to adjust for 
inflation between 2007 and 2011.39 The direct cost per tax filer was increased 
from $173.50 to $186.48. Similarly, the total cost per filer was increased from 
$216.53 to $232.73.

Second, an adjustment was made to reflect the larger number of tax 
filers in 2011 compared to 2007. Specifically, the number of tax-filers in 2009, 
the latest year for which updated information was available at the time of 
writing was increased by the average growth rate in tax filers over the previ-
ous five years (1.7%) in order to provide an updated estimate of the number 
of tax filers in 2011. 

The updated figures discussed above coupled with the calculations rep-
licated from section 1.1 and summarized in table 47 result in a revised range of 
tax compliance costs for personal income taxes between $4.6 and $6.7 billion.

 39 For the adjustment using tax-filer weights, the authors used the most recent CRA infor-
mation (CRA, 2012), which relates to the 2010 tax year.

Table 47: Results of calculating the 2011 Personal Income Tax compliance 
cost ($ millions)

Calculation Direct compliance  
cost

Total compliance  
cost

Straightforward methodology 4,930.6 6,130.0

Adjusting for social policy programs 4,557.5 5,650.2

Adjusting for higher assumed value of the 
time of some tax-filers

5,064.0 n/a

Adjusting using tax-filer weights 5,063.9 6,396.5

Correcting downward bias 5,423.7 6,743.0

Source: discussion in text.
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 4.2 Personal property tax compliance cost

Two adjustments were made to calculate the costs of compliance with per-
sonal property taxes. The first was adjusting the per-household cost to file 
and challenge property taxes to reflect changes in prices (inflation). The 2007 
estimate for the cost of compliance per household for personal property tax 
was increased from $12.83 to $13.79. Similarly, the 2007 estimate of the cost 
of challenging a property bill was increased from $160.85 to $172.89. 

In addition, the number of households filing property taxes had to the 
adjusted since Statistics Canada (CANSIM 203-0003) only has such data up 
to 2009. To calculate the number of households filing personal property taxes 
in 2011, the number of households in 2009 was increased by an average rate 
of increase of 1.5% for both 2010 and 2011. The 1.5% was calculated based 
on the average annual change in the number of households paying personal 
property taxes over the previous five years. 

A similar process was performed to find the estimated number of total 
households. An annual rate of increase of 1.7% was applied; this rate was cal-
culated based on the average change in the number of households over the 
previous five years. The result of this calculation (13.8 million) was multiplied 
by 4.5% (rounded up from 4.3% in table 10) to find the number of households 
that challenged their property bill. This result was then multiplied by the cost 
of challenging the property bill per household to find the total cost of challen-
ges: $107.6 million. These adjustments resulted in an increase in the estimate 
for the range of tax compliance costs for personal property taxes for 2011 of 
between $138.6 million and $246.2 million (table 48).

Table 48: Personal Property Tax Compliance Cost, 2007 and 2011 ($ millions)

2007 2011

Lower bound estimate 125.6 138.6

Higher bound estimate 219.6 246.2

Source: discussion in text.
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 4.3 Business tax compliance cost  

Given the complexity of the calculations used to determine tax compliance 
costs for businesses, a simpler method was used. Specifically, the share of GDP 
spent on business tax compliance costs as calculated in 2007 was applied to 
the 2011 GDP estimates to determine a comparable number for 2011. This 
ratio ranges between 0.822% and 1.01% of GDP. based on the 2007 estimates.
The revised estimates for business tax compliance costs based on this meth-
odology range between $14.5 billion and $17.8 billion (2011) (table 49).

Table 49: Business Tax Compliance Cost, 2007 and 2011 ($ millions)

2007 2011

Lower bound estimate 12,651.0 14,487.2

Higher bound estimate 15,936.2 17,800.6

Source: discussion in text.



fraserinstitute.org/ 97

 4.4 Total tax compliance costs

Table 50 summarizes the estimates for tax compliance costs based on the 
adjustments made to reflect 2011 costs. Specifically, in 2011, between $19.2 
and $24.8 billion were spent on tax compliance costs for both individuals 
and businesses.

Table 50: Individual, business, and societal tax compliance cost, 2011  
($ thousands)

Lower bound  
estimate

Upper bound  
estimate

Individual—personal income tax 4,557,492 6,742,956

Individual—property tax 138,600 246,200

Individual—all taxes 4,696,092 6,989,156

Business—all taxes 14,487,191 17,800,563

Society—all taxes 19,183,283 24,789,719

Source: discussion in text.
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 4.5 Administrative costs of taxes

The same method used to collect the administrative cost incurred by govern-
ments across the country in collecting taxes in 2007 was replicated for 2011. 
The exceptions are Ontario, Atlantic Canada, and the costs for municipalities 
and school boards. In these cases, the administrative cost-to-provincial GDP 
ratio for 2007 was applied to 2011 provincial GDP in order to estimate the 
costs for 2011. This method was used due to a lack of information available 
for 2011 at the time of writing.

The update to government administrative costs for 2011 yields admin-
istrative costs totaling $6.6 billion, up from $5.2 billion in 2007 (table 51).

Table 51: Administrative costs of collecting taxes in Canada in 2007 (2007-2008) and  
2011 (2011-2012) ($ millions)

Jurisdiction 2007 2011

Federal - Canada Revenue Agency 3439 4598

Adminstrative costs, Alberta 46 42

Adminstrative costs, British Columbia 47 40

Adminstrative costs, Ontario (estimated) 335 367

Adminstrative costs, Quebec (estimated) 555 627

Admintrative costs, Manitoba 17 14

Adminstrative costs, Saskatchewan 14 14

Adminstrative costs, Atlantic provinces (estimated) 45 51

Adminstrative costs, municipalities and school boards 712 888

Total 5210 6641

Sources
Federal: Canada Revenue Agency, 2012: 83, Actual spending minus benefit item.
Alberta: Alberta, Ministry of Finance, 2012: 34, line: Tax Revenue and Management Services.
British Columbia: British Columbia, Ministry of Finance, 2012: 20, Resource Summary: revenue programs.
Ontario: Find GDP ratio for 2007 administrative cost : 2007 Real GDP, and apply for 2011.
Quebec: Find GDP ratio for 2007 administrative cost : 2007 Real GDP, and apply for 2011.
Manitoba: Manitoba, Ministry of Finance, 2012: 49, see taxation section of Part A: Expenditure Summary by Appropriation.
Saskatchewan: Saskatchewan, Ministry of Finance, 2012: 38, line item: Revenue Division.
Atlantic provinces: Find GDP ratio for 2007 administrative cost : 2007 Real GDP, and apply for 2011.
Local government: Statistics Canada, 2009c. Using this table, isolate the data for property tax revenue (find for both gen-
eral and all). Take these results for 2008/2009, find the average increase of the previous years, and project the results for 
2011/2012. Then, multiply that result by 1.5%. Take the average result from the general property tax and the all-property tax.
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 4.6 Total compliance and administrative 

costs, 2011

Based on the updated input costs collected for this study (2007) and the 
adjustments made to these costs to reflect 2011 values, the total tax compli-
ance and administrative costs incurred in Canada in 2011 are estimated to 
range between $25.8 billion and $31.4 billion. This represents between 1.5% 
and 1.8% of GDP (2011).
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 A Methodology used in survey

 Λ The survey was conducted via telephone from April 21 to May 11, 2008 in 
both English and French.

 Λ A total of 2,000 respondents completed the survey. 

 Λ The overall margin of error for this study of this size is ±2.2%, 19 times out of 20. 

 Λ The pretest, conducted in both English and French, was for 50 completes. 

 Λ Table A-1 presents information on the number of interviews completed per 
province and each province’s associated margin of error, while table A-2 and 
table A-3 allow the reader to compare some characteristics of the sample to 
the overall Canadian population (A-2) or to Canadian tax filers (A-3).

 Λ Weights applied were for gender: Males were weighted 1.3 and females at .8. 

 Λ Overall, a total of 53,218 calls were made to garner the 2,000 completed 
interviews for this study. Most of the telephone numbers were only called 
once but some (very few) were called 7 to 17 times.
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Table A-1:  Interviews by province/region

Province Interviews Margin of Error  
(19 times out of 20)

British Columbia 202 ± 6.9%

Prairies 340 na

Alberta 169 ± 7.5%

Saskatchewan 89 ± 10.4%

Manitoba 82 ± 10.8%

Ontario 806 ± 3.5%

Québec 526 ± 4.3%

Atlantic region 116 na

New Brunswick 43 ± 14.9%

Nova Scotia 53 ± 13.5%

Newfoundland 25 ± 19.6%

Prince Edward Island 5 ± 43.8%

Total 2000 ± 2.2%

Source:  Information provided by Léger Marketing.

Table A-2: Breakdown of the sample by sex and age 

  Unweighted  
N

Unweighted  
%

Weighted  
%

Comparable 
population

Sex        
Men 779 39.0 50 49.5

Women 1221 61.0 50 50.5

Age
18–24 67 3.4 3.3 12.1

25–34 255 12.8 12.5 17.4

35–44 330 16.5 16.5 19.2

44–55 434 21.7 21.9 19.8

55–64 417 20.9 20.1 14.6

65+ 437 21.9 22.0 17.0

Refused 60 3.0 2.9

Source: First three columns: calculated using survey data. Comparable 
population column from Statscan, 2009a: CANSIM Table 051-0001: 
Estimates of population, by age group and sex as for July 1, Canada, prov-
inces and territories, annual (persons).

Table A-3: Breakdown of 2006 tax-
filers by sex , age, and region

Sex

Men 54%

Women 46%

Age
18–24 7%

25–34 18%

35–44 21%

44–55 23%

55–64 16%

65+ 14%

Region
Atlantic 7%

Québec 25%

Ontario 38%

Prairies 17%

British Columbia 13%

Sources: Canada Revenue Agency, 2008b: 
Final Basic Table 4A: Taxable returns by age 

and sex, All Canada. <http://www.cra-arc.
gc.ca/gncy/stts/gb06/pst/fnl/html/tbl4a-
eng.html>; Canada Revenue Agency, 2008c: 
Final Basic Table 5: All Returns by Province and 

Territory. <http://www.cra-arc.gc.ca/gncy/
stts/gb06/pst/fnl/html/tbl5-eng.html>.

http://www.cra-arc.gc.ca/gncy/stts/gb06/pst/fnl/html/tbl4a-eng.html
http://www.cra-arc.gc.ca/gncy/stts/gb06/pst/fnl/html/tbl4a-eng.html
http://www.cra-arc.gc.ca/gncy/stts/gb06/pst/fnl/html/tbl4a-eng.html
http://www.cra-arc.gc.ca/gncy/stts/gb06/pst/fnl/html/tbl5-eng.html
http://www.cra-arc.gc.ca/gncy/stts/gb06/pst/fnl/html/tbl5-eng.html
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 B The questionnaire for individuals  
(English version)

Introduction

  Hello, my name is ________________. I’m calling from Leger Marketing, a public 
opinion and market research firm. I am not trying to sell you anything. The Fraser 
Institute, an independent, non-partisan, research and educational organization, 
has commissioned us to conduct a survey. It wants to understand the perspectives 
of Canadians around filing a personal income-tax return in Canada for 2007. Your 
responses are confidential, and you will not be personally identified. 

Screeners

 S1 Do you have the time to complete this survey? It will take approximately 15 minutes.
Yes [continue]
No [schedule callback]

 S2 Are you 18 years of age or older?
Yes [continue]
No, May I please speak with someone who is? [repeat introduction]
No, not qualified / available [thank and terminate]

Survey

 Q1 So to begin, did you file a federal personal income tax return for yourself for the year 
2007?
Yes 
No [thank and terminate] 
DK/REF [thank and terminate]



The Compliance and Administrative Costs of Taxation in Canada / 105

fraserinstitute.org

 Q1A And when did you file a federal personal income tax return for yourself? Please stop me 
when I get to your date range. 
[read list – accept response before finishing list]
January 1st to February 28th 2008
March 1st to 31st 2008
April 1st to 20th 2008
April 21st to 30th 2008
After April 30th 2008

 [quebec only] Q2 Did you file a Québec personal income tax return for yourself for the year 2007?
Yes
No [thank and terminate]
DK/REF [thank and terminate]

 Q3 How much time did you spend in 2008 or earlier in 2007 learning about the various 
aspects of the 2007 personal income tax laws, say by reading documents, consulting 
websites, or by other means, to prepare your 2007 tax return? 
[record in hours]
Less than one hour

 Q4 And how much time did you spend in 2008 or earlier in 2007 preparing and sorting your 
personal income tax documents, such as receipts, tax statements such as T4s, T5s, 
necessary to prepare your income tax return or returns for 2007? 
[record in hours]
Less than one hour

 Q5 And who prepared your 2007 income tax return or returns? Was it …
Yourself using a paper form
Yourself using software you purchased and installed on your computer 
Yourself using software on the Internet
A not for profit group that was not paid for its service 
A friend or family member who was not paid for their service 
A tax preparer that you paid 
[if “yourself using a paper form” at q5, ask q5a]

 Q5A How much time did you spend completing your 2007 tax return(s)?
[record in hours]
Less than one hour
[if “yourself using software you purchased and installed on your computer” at q5, 
ask q5b to q5d]
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 Q5B And what software did you use? Was it …
Quicktax™
Taxtron™
GenuTax™
Cantax™
Ufile™
Other [specify]

 Q5C And how much did you pay for this software that you purchased and installed on your 
computer? Please stop me when I get to the purchase price category.
Nothing
Less than $10
$11–$20
$21–$30
$31–$40
$41–$50
$51–$60
More than $60

 Q5D How much time did you spend completing your 2007 tax return(s)?
[record in hours]
Less than one hour
[if “yourself using software on the internet” at q5, ask q5e to q5g]

 Q5E And what software did you use on the Internet?
[list]

 Q5F How much did you pay for this software you used on the Internet? Please stop me when 
I get to the purchase price category.
Nothing
Less than $10
$11–$20
$21–$30
$31–$40
$41–$50
$51–$60
More than $60

 Q5G How much time did you spend completing your 2007 tax return(s)?
[record in hours]
Less than one hour
[if “a not for profit group that was not paid for its service” at q5, ask q5h and q5i]
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 Q5H And how much time did this not for profit group spend completing your 2007 personal 
income tax return(s)?
[record in hours]
Less than one hour

 [Q5I] How much time did you spend with this person (traveling time, waiting time providing 
explanation, documents and so on)? 
[record in hours]
Less than one hour
[if “a friend or family member who was not paid for their service” at q5, ask q5j to 
q5k]

 Q5J And how much time did this person or persons spend completing your 2007 personal 
income tax return(s)? 
[record in hours]
Less than one hour

 Q5K How much time did you spend with this person (traveling time, waiting time providing 
explanation, documents and so on)? 
[record in hours]
Less than one hour
[if “a tax preparer that you paid” at q5, ask q5l to q5n] 

 Q5L And what kind of tax preparer was it that you paid to help with your taxes? Was it …
A private individual 
A tax preparing firm 
A tax discounter 
An accountant 
A lawyer
Other (specify) 

 Q5M How much did you pay this tax preparer for the 2007 personal income tax work? 
[record dollar amount]

 Q5N How much time did you spend with this tax preparer (traveling time, waiting time 
providing explanation, documents and so on)?
[record in hours]
Less than one hour

 Q6 Was your federal return filed electronically or in paper form?
Electronically
Paper form
DK/REF
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 Q7 And how much did you yourself pay in small out of pocket expenses that may have 
been associated with preparing and filling your 2007 return? Small expenses here can 
be postage, photocopying, printing, and other expenses.
I did not have any small out of pocket expenses 
[record in hours]
Less than five (5) dollars 

 Q8 How much money did you spend in 2007 or 2008 acquiring documents, or interacting 
with experts, as in attending seminars, speaking with them on the phone, or meeting 
with them for personal income tax planning purposes?
I did not spend any money acquiring documents or interacting with 
experts
[record in hours]
Less than five (5) dollars 

 Q9 And how much time did you devote to personal income tax planning activities in 2007 or 
2008? 
[record in hours]
Less than one hour

 Q10 And in 2007 did you receive any of the following
[select all that apply] 
Canadian
Wage and salary income 
Self employment income 
Child tax benefit
Government transfer payments (At least one of Welfare, Workers compen-
sation, Employment insurance, Old Age Security or OAS Canada Pension 
Plan or CPP/Québec Pension Plan or QPP of any kind)
Private Pension Income, including Registered Retirement Income Funds or 
RRIF
Interest income 
Dividend income 
Rental income 
Capital gains income 
Other Canadian investment income 
Non Canadian investment income
labour income (wages or self employment)
pension income
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 Q11 Did you use any of the following provisions of the Canadian tax law in your 2007 personal 
income tax return(s)
[select all that apply]
Natural resources (various including flow through shares)
Education and tuition amount for self or transferred
Stock options
Labor Sponsored Venture Capital Corporation or LSVCCC
Medical expenses
Child fitness amount
Urban transit amount
Pension income splitting
Foreign tax credit
Investment credit

 Q12 In 2007 were you appealing a Canada Revenue Agency or Revenu Québec decision on a 
filing?
A Canada Revenue Agency decision
A Revenu Québec decision 
Both 
No [skip to q 14] 
[if yes at q12, ask q 13]

 Q13 And for what year were you appealing a Canada Revenue Agency or Revenu Québec 
decision on a filing?
[record year]

 Q13A How much did you spend in 2007 on this appeal?
[record dollar amount]
I did not spend any money

 Q13B How much time did you spend on this appeal in 2007? 
[record in hours]
Less than one hour

 Q14 In 2007, did the Canada Revenue Agency or Revenu Quebec ask for explanations or 
documentation with respect to your 2006 return(s) 
Yes
No
DK/REF
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 Q15 How many 2007 federal personal income tax returns did you prepare for free for your 
spouse, your children, your parents, other family members or friends?
None
Number
DK/REF

 Q16 How much time overall did you spend preparing these returns?

 Q17 How many personal property tax bills did you pay in 2007 for property in Canada?
[interviewer note: state that bills paid in two installments count as two]
One
Two 
Three
Four
Five
Six to ten
More than ten
None
DK/REF

 Q17A And how many personal property tax bills did you pay in 2007 for property abroad? 
[interviewer note: if asked, bills paid in two installments count as two]
One
Two 
Three to Five
Six to ten
More than ten
None
DK/REF

 Q18 And approximately how much time did you devote to paying personal property tax bills 
in 2007?
[record in hours]
Less than one hour

 Q18A And approximately how much money did you spend in paying personal property tax bills 
in 2007? Spending money in this case refers to expenses like postage, photocopying, 
printing, and other out of pocket expenses.
[record dollar amount]
None
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 Q19 Did you challenge a personal property tax bill in the last five years, since 2003? 
[interviewer note: if asked what a challenge would be, say “an evaluation, a classifi-
cation of property, or a rate that may have been used]
No [skip to demos]
Yes 
[if yes at q20, ask q21]

 Q20 And approximately how much time did you spend on challenging a personal property 
tax bill in the last five years, since 2003?
[record in hours]
Less than one hour

 Q21 And how much money did you spend on challenging a personal property tax bill in the 
last five years, since 2003?
[record dollar amount]
I did not spend any money challenging a personal property tax bill in the 
last five years, since 2003

Demographics
We are almost finished, and I am now going to ask you some demographic 
questions that allow us to group responses and to sort the information we 
collect. Let me assure you that all of your responses will be held in strict 
confidence and will not be attributed to you.
Record gender [do not ask]

 D1 In what year were you born? 
[record year (range 1900 to 1989)]

 D2 Including yourself, how many people currently live in your household? 
[record number (if more than one in d2, ask d2a)]

 D2A And how many of those people are under the age of 18? 
[record number]

 D2B And what is your current marital status? Please stop me when I get to your category. Are 
you … 
[read list; accept response before finishing list] 
Married
Single
Separated or Divorced
Widowed 
Living common-law
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 D3 What is the highest level of schooling that you have obtained? Please stop me when I get 
to your category. Are you … 
[read list; accept response before finishing list]
Grade school or some high school
Completed high school
Post secondary technical school
Some university or college
Completed college diploma
Completed university degree
Post-grad degree (masters or PhD)
Refused/Not Stated

 D4 Which category best describes your employment situation in 2007? Please stop me when I 
get to your category. Are you …
[read list; accept response before finishing list; allow more than one choice]
Employed full-time
Employed part-time
Unemployed
Homemaker
Retired
Other 
Refused

 D5 In 2007, what was your usual hourly wage before deductions when you worked? Please 
stop me when I get to your category. 
[read list; accept response before finishing list] 
[interviewer note: if respondent says they were self employed, ask respondent to 
please use best guess at a reasonable estimate.]
$10 or less
$10 to less than $15
More than $15 to less than $20
More than $20 to less than $25
More than $25 to less than $30
More than $30 to less than $35
More than $35 to less than $40
More than $40 to less than $45
More than $45 to less than $50
$50 or more
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 D6 And what was the taxable income reported on your 2007 federal income tax return?
Less than $10,000
$10,000–$29,999
$30,000–$49,999 
$50,000–$69,999
$70,000–$99,999
$100,000–$150,000
$150,000 or more 

 D7 And how well do you know English? On a scale of 1 to 10, with 1 being “poor” and 10 
being “excellent—it is my mother tongue,” where on that scale would you say your 
knowledge of English is? 

 [quebec only] And how well do you know French? On a scale of 1 to 10, with 1 being “poor” and 10 being 
“excellent—it is my mother tongue,” where on that scale would you say your knowledge 
of French is?

 D8  And for how many years have you filled a Canadian federal income tax return?
First year
2–4
5–9 
10 and more

  Finally, in order to know how to classify your responses, can you please provide me with 
your postal code? 
[probe for first three digits if dk/ref]
[record six digit postal code]

 [if necessary] I assure you that this information will remain completely confidential. We only use it for 
classification purposes.)

  This completes the survey. On behalf of The Fraser Institute and Leger Marketing, thank 
you very much for taking the time to provide feedback. Your opinion is important. Have 
a nice night.
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 C Regression used in calculating market wage

Table C.1 reports the results of the regression. The R2 and the F statistics show 
that the equation used explains reasonably well the wage rate. The individual 
characteristics have the usual impact on wages: 

 Λ Women receive lower wages than men;

 Λ Wages increases with schooling.

 Λ Wages first increase with age until the age of 45-64 and then decrease;

 Λ Wages are lower for single individuals than married ones;

 Λ Wages are higher in Ontario and in the Western provinces than in Quebec 
and the Atlantic provinces. 

The coefficients were used along with the individual characteristics to impute 
a wage. For example, a woman with a university undergraduate degree aged 
35 to 44, married, and living in Atlantic Canada saw her wage calculated as: 
3.0193999 = 2.493436 − 0.2771383 + 0.3785142 + 0.5910891 − 0.1665011. 
This is the sum of the constant and of the relevant sex, age, education, marital 
status and region coefficients. Since the marital status in his case is the refer-
ence one (included in the constant) no coefficient is added. One then takes 
the exponential of this and obtains a wage rate of $20.48.
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Table C.1: Regression of wage rate on individual characteristics

Variable Coefficients (t statistics)

Constant 2.493436

Women −0.2771383 (9.44)

Schooling (primary omitted)  

Secondary 0.0620825 (1.06)

Post-Secondary 0.3037943 (5.50)

University (undergraduate) 0.5910891 (9.97)

University (graduate) 0.8083814 (11.92)

Age (18–24 omitted)  

25–34 0.217045 (3.02)

35–44 0.3785142 (5.24)

45–54 0.4672618 (6.51)

55–64 0.4692987 (6.26)

65 and over 0.4286355 (4.06)

Marital Status (married omitted)  

single −0.1503967 (−3.84)

others −0.018697 (−0.41)

Regions (Ontario omitted)  

Atlantic −0.1665011 (−2.74)

Quebec −0.01301 (−0.36)

West 0.0684622 (1.93)

F 36.19

R² 0.3436



116 / fraserinstitute.org

 D The questionnaire for firms  
(English version)

Introduction

  The purpose of this questionnaire is to gather information about the costs businesses 
incur when acting for the Canadian governments in the taxation area. Costs are 
incurred because firms:

 • Pay taxes such as corporate income taxes, capital taxes, or property taxes;

 • Withhold taxes such as personal income tax and CPP/QPP premiums and collect taxes 
such as GST or provincial RST that they remit to governments;

 • Provide information on items such as wages and salaries, interest earned, and 
dividends received to both individuals and governments.

Period covered
  For questions on corporate income taxes, we would appreciate information for your 

firm’s latest completed fiscal year. For questions on other taxes (e.g., personal and 
payroll, GST/HST/provincial sales taxes, property) our goal is to obtain the costs 
incurred for the taxes collected and paid in 2008. This may include activities carried out 
in late 2007 (e.g., updating computer programs) and in early 2009 (e.g., issuing T4s and 
T5s).

Unit covered
  Please answer the following questions for your entire firm, including subsidiaries, 

ifapplicable, and for the activities of your firm. In both cases, we leave you to be the 
judge of what should/could be included in your answers.

General questions 
  To help us understand your firm’s characteristics and to analyze them in comparison 

with other respondents’, please answer the following questions. 
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Firm characteristics 

 Q1 What is your legal structure as of December 31, 2008? 
___ Corporation ___ Partnership ___ Trust 

 Q2 How many subsidiaries did you have as of December 31, 2008? 
_____________________________

 Q3 How many are covered by your answer? 
 ___ All or _____________

 Q4 What is your sector of activity in 2008?  (Select one; if more than one, select the most 
important one in 2008.) 
___ Agriculture, fishing, or forestry 
___ Mining, oil, or gas Manufacturing 
___ Construction 
___ Wholesale or retail trade 
___ Professional services (e.g., accounting, computing, etc.) 
___ Personal services (e.g., restaurants) 
___ Financial services 
___ Transportation 
___ Communications and utilities 

 Q5 How many full-time employees (or equivalent) did you have in 2008? (If there were layoffs 
or hiring, please use the number most represent ative of your situation in 2008.)  
____________________________

 Q6 How many are covered by your answer?
 __________________________

 Q7 What was your turnover in 2008? (Round to the nearest million.) 
____________________________________

 Q8 What share of your turnover results from activities abroad? 
_______ % 

Corporate and capital taxes  

 Q9 When did the fiscal year for which you are providing information end? 
_________

 Q10 How many pages did your federal corporate tax return(s) number for that year? 
_________ 
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 Q11 What number of assets classes were used for capital depreciation purposes in that year?
__________

 Q12 Did you claim expenditures for the SR & ED credit for that year? 
___ Yes ___ No  

  Q13 If yes, what percentage of your turnover did you claim? 
________ % 

 Q14 Did you claim exploration and development expenditures for that year? 
___ Yes ___ No  

  Q15 If yes, what percentage of your turnover did you claim? 
___ %

 Q16 Did your firm file a corporate income tax return for that year in … 
___ Alberta? ___ Ontario? ___ Quebec?  

 Q17 As of December 31, 2008, how many taxation years, if any, are still open due to appeal, 
litigation, or waivers with respect to the corporate income tax? 
______________

 Q18 In what province(s) were you required to pay capital taxes in 2008? (Select all that apply.) 
___ Newfoundland & Labrador ___ Prince Edward Island 
___ Nova Scotia  ___ New Brunswick  
___ Quebec  ___ Ontario 
___ Manitoba  ___ Saskatchewan 
___ Alberta  ___ British Columbia  

 Q19 Are you a branch plant or subsidiary of a foreign multinational? 
___ Yes ___ No

 Q20 If yes, in which country is the head office located? (If a change of status occurred in your 
last fiscal year, indicate status relevant to corporate taxation year.) 
_____________

 Q21 In your last fiscal year, did you have branch plants or subsidiaries outside Canada? (Select 
relevant item; if a change of status occurred in your last fiscal year, indicate status 
relative to corporate taxation year.) 
___ Yes (US only) ___ Yes (US and elsewhere) 
___ Yes (outside US only) ___ No  
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 Q22 If yes, how many branch plants or subsidiaries exist outside Canada in total? 
_______

 Q23 What is the approximate share of intra-firm trade in total turnover? (That is, trade using 
transfer pricing.) 

Intra-firm within province (both counterparts in same province in Canada) 
_________________________ %

Intra-firm within Canada (both counterparts in Canada, but different provinces) 
_________________________ %

Trans-border (one counterpart in Canada, one outside) 
_________________________ %

Intra-firm outside Canada (both counterparts abroad) 
_________________________ %

 Q24 Do you use the corporate allocation formula to allocate profits between provinces?
___ Yes ___ No

 Q25 What is the value of assets subject to capital taxes? (Round to the nearest million; if it 
varies between jurisdiction, use highest amount.) 
$ ___________________ 

Property tax

 Q26 How many property tax bills (e.g., municipal, school, etc.) was your firm responsible for 
paying in 2008? 
____________

 Q27 In how many provinces?
 __________

 Q28 In 2008, did you …

Simply pay all your property tax bills? 
___ Yes ___ No

Pay your bill but formally appeal the valuation or the rate classification used without 
hiring outside help?
___ Yes ___ No

Hire an expert to assess the validity of or appeal at least one of your property tax bills? 
___ Yes   ___ No 
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If yes, how much did this expert cost? 
$ _______________

 Q29 Did you appeal a property tax bill in the last five years? 
___ Yes ___ No  

 Q30 If yes, is this appeal settled? 
___ Yes ___ No

Sales and excise taxes  

 Q31 Did you have to collect federal or provincial retail sales tax in 2008? 

___ Yes ___ No  

 Q32 If yes, what was the average number of taxable transactions per business day? 
____________

 Q33 What percentage of these transactions were made through …

Physical locations? (e.g., stores, mall sales points, etc.) 
________ %

The Internet? 
________ %

Non-Internet, non-physical means? (e.g., mail, phone, fax ordering, etc.)
________ %

 Q34 How many GST registration numbers does your firm use? 
________

 Q35 Since what year has your firm been GST registered? 
________

 Q36 What was the frequency of GST reporting in 2008? (Select appropriate frequency.)
___ Monthly  ___ Quarterly ___ Annual  

 Q37 Did you have difficulty determining the GST status of your sales in 2008?  
___ Yes ___ No  

 Q38 On what percentage of your sales did you collect GST/HST/QST in 2008?
______ %
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 Q39 How do you classify the remainder of your sales? (Select all that apply.)  
___ Zero-rated  ___ Exempt 

 Q40 On what percentage of your sales in 2008 did you collect provincial retail sales tax?
__________ %

 Q41 What was the frequency of RST reporting in 2008? (If varying across provinces, select all 
that apply.) 
___ Monthly ___ Quarterly     ___ Annual 

 Q42 If you collected excise taxes or duties in 2008, on what percentage of your turnover did 
these taxes and duties apply?
_____________ %

 Q43 What did you collected them on? (Select all that apply.)  
___ Tobacco ___ Alcohol  ___ Fuel  
___ Tires  ___ Other 

 Q44 Personal income tax (PIT) How many T4 slips did you prepare for 2008? 
_________

 Q45 How many Relevé 1 slips did you prepare for Revenu Quebec for 2008? 
_________

 Q46 In 2008, which of the following did you withhold? (Select all that apply.) 
___ Federal PIT   ___ Quebec PIT  ___ CPP 
___ QPP ___ EI ___ Quebec parental insurance plan 

 Q47 In 2008, was your payroll prepared in-house or by an outside firm? (if a change 
occurred during the year, indicate both.) 
___ In-house ___ Outside ___ Both

Payroll taxes 
(This includes CPP/QPP, EI, workers compensation premiums, general payroll taxes, etc.) 

 Q48 In what province(s) did your firm pay provincial payroll tax(es) in 2008? (Select all that apply.) 
___ Newfoundland & Labrador  ___ Quebec 
___ Ontario ___ Manitoba ___ None 

 Q49 In what provinces/territories did you pay WCB premiums in 2008? 
___ All 
If some, list: ___________ ___________ ___________ ___________
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 Q50 How many record of employment (ROE) slips for EI did you prepare during 2008? 
_________________________

Resource-related payments 

 Q51 In 2008, in how many provinces/territories did you pay resource-related items?  (e.g., 
royalties, stumpage fees, etc.) 
___ None 
If at least one, list all that apply: ___________ ___________ ___________ 
___________ ___________ ___________ ___________ ___________

 Q51a What share of your turnover did these payments represent? 
_______________% 

Compliance costs 

In this section, we are interested in the additional costs that were incurred as a result 
of the requirements to collect, report, and remit corporate income, capital, sales, excise, 
payroll taxes, and related information (i.e., the costs that would be avoided if these 
taxes did not exist). This should not include the actual tax remittances themselves, but 
just the compliance costs. 

 Q52 What were the total in-house costs incurred carrying out activities related to the 
Canadian taxes discussed above for 2008? (Leave aside audit costs for previous years.) 
Direct costs (e.g., wages and salaries) $ __________________
Direct costs (e.g., expenses—software, postage, etc.) $ _______________
Indirect costs (e.g., overhead, etc.) $ _______________

 Q53 Provide an approximate breakdown (5%–10% range) for the total of question 52 
between … 
Corporate and capital taxes: _____________ %
PIT: _____________ %
Transaction taxes: _______________ %

If possible, break transaction taxes down by … 
GST, QST, HST: __________% 
RST: __________% 
Excises: __________% 
Property taxes: ____________ %  
Payroll taxes: ____________ % 
Natural resources: ___________ %  
Total = 100% 
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 Q54 What were the total outside costs incurred carrying out activities related to 2008 taxes? 
Accountants: $ _____________ Lawyers: $ _____________  
 Other: $ ____________

 Q55 Provide an approximate breakdown (5%–10% range) for the total of question 54 
between …
Corporate and capital taxes: ______________ % 
PIT: _______________ %  
Transaction taxes: ___________ %  

If possible, break transaction taxes down by …
GST, QST, HST: __________% 
RST: __________% 
Excises: __________%  
Property taxes: ______________ % 
Payroll taxes: ______________ % 
Natural resources: _____________ % 
Total = 100% 

 Q56 Can you estimate the overall cash flow benefits from taxes that you collect for the 
government which can be used as part of your cash flow, thus lowering your borrowing 
costs or allowing you to earn interest income? (Please express as a percentage of 
turnover; it could be none or negative if you advance funds to the government.) 
Percentage of turnover in 2008 _________________ %

 Q56a What percentage of the sum of in-house and outside compliance costs can be attributed to: 
The requirements to comply with one or another government tax rule or 
regulation: _______________ %
The decisions on your part to carry out various tax-minimizing strategies: 
________________ %

 Q57 Was there an ongoing tax audit in 2008? 
___ Yes ___ No

 Q58 If yes, for what taxes? 
_______________ _______________ _______________ _______________

 Q59 What were the additional internal costs associated with this/these audit(s)?
$ ____________

 Q60 What were the additional external costs associated with this/these audit(s)?
$ ____________
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Additional information 

 Q61 Is there anything else you would like to add to help us understand tax compliance issues 
as they relate to your firm?
_______________ _______________ _______________ _______________ 
_______________ _______________ _______________ _______________

 Q62 Is there someone we can contact in your organization in case we need to ask you 
questions about your answers? 
_______________ _______________ _______________ _______________ 
_______________ _______________ _______________ _______________

Thank you for completing this questionnaire. 
In case of need, please contact François Vaillancourt  
E-mail (preferable): francois.vaillancourt@umontreal.ca  
Phone: 514.343.7314 
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