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1. Who is NAWL?
The National Association of Women and the Law (NAWL) is a national, non-profit organization composed of lawyers, law students, legal academics and jurists promoting women’s equality by means of law reform advocacy, research and education. Formed in 1975, NAWL has been working to improve women’s equality in a broad range of legal fields over the years, including equality law, constitutional law, criminal law, health law, employment and labour law, family law and others. NAWL has been called upon frequently to provide its expertise to legislative committees and government policy makers on the gender impact of federal laws and policies.

NAWL’s key message to the committee 
We have one key message for the committee: Good fiscal policy-making must take gender into account. 

To underline this message, our submission will illustrate some problems with two major budgetary initiatives of recent years: personal income tax cuts, and the caregiver credit. While these initiatives were intended to improve Canadians’ standards of living, both have significant disadvantages for women. Both could have been designed much more effectively using a gender sensitive policy analysis.

There is a rapidly growing body of research by economists and among others, demonstrating that traditional, gender-neutral budget processes have produced policies that are inefficient at achieving their own stated objectives, and that have many unintended negative impacts on women. This is because gender-neutral budgeting fails to take into account the differing economic circumstances of men and women in terms of average incomes, labour market access, geographical mobility, and other factors. It also fails to consider women’s disproportionate responsibilities for caregiving, and the importance of unpaid caregiving work to the functioning of the economy.

Several countries, including Australia, South Africa and Sri Lanka, are now taking steps to revise their budget processes to ensure that the gender impact of fiscal policy is more visible to policy makers and the public alike. The Commonwealth Secretariat has launched a major initiative to assist governments in developing tools to undertake gender-sensitive analysis of fiscal policy. (We encourage members of the committee to visit the Gender Budget Initiative Web site at http://www.thecommonwealth.org/gender/index1.html.) 

Yet in Canada, the federal finance department has made little progress in updating its policy-making assumptions or processes to take gender into account. Even despite the government’s promise in 1995 at the United Nations Fourth World Conference on Women. The Canadian Government had agreed to “implement gender-based analysis throughout Federal Departments and Agencies,” and specifically to undertake “a gender-based analysis, where appropriate, of all economic and socio-economic legislation and policy development, as a means of addressing gender inequalities.” (Setting the Stage for the Next Century: The Federal Plan for Gender Equality, August 1995, at p.16 and p.21.) 

The balance of our submission discusses two examples in which poor results are obtained when gender is not considered as a central factor in fiscal policy-making.   

2. Personal Income Tax Cuts
Tax cuts have dominated the federal budget agenda in recent years. The idea behind tax cutting is that Canadians are better off meeting their own needs privately, by keeping and spending more of our own market income, than having public services and programs made available to us. What this overlooks, however, is that markets are systematically biased against certain groups, including women. We need to ask who will get to enjoy the benefits of any increased consumption and investment power generated by income tax cuts. Those who fare less well in markets, including women on average, stand to benefit less. 

A brief look at some taxation statistics helps to illustrate why this is so. Data from the 1997 taxation year, the latest available, indicates that men and women filed about the same number of tax returns (49.5% were filed by men, 50.5% by women) (see Table 1 below). However, the data reveals a stark gender divide in the amount of income being reported, pivoting around the $30,000 mark. First, note that under-$30,000-earners comprised the vast majority of tax filers in 1997: 68% reported income of $30,000 or less. More than half of this group, 58%, are women. Breaking it down further, women were heavily over represented among those earning $10,000 or less (63%), and also among those with incomes between $10,000 and $20,000 (58.6%). Tax filers in the $20,000-$30,000-range were quite evenly split by gender, but in all groups over $30,000 men were predominate, and their over representation increases the higher we go up the income scale. Among those earning $100,000 or more, over 81% are men.

Table 1

All Returns by Income Class & Sex, 1997 Taxation Year






Men



    Women
	Income Class
	Total No.
of Men 
	% of 

Income Class (men)
	Total No.
of Women
	% of 

Income Class (women)

	<$10,000
	2,099,980
	37
	3,577,050
	63

	$10,000-20,000
	2,165,850
	41.4
	3,069,770
	58.6



	$20,000-30,000
	1,673,790
	50.4
	1,650,050
	49.6

	$30,000-40,000
	1,404,820
	56.1
	1,097,600
	43.9

	$40,000-50,000
	1,033,410
	63.4
	596,330
	36.6

	$50,000-100,000
	1,755,070
	74.1
	613,490
	25.9

	>$100,000
	314,880
	81.4
	71,730
	18.6

	Total
	10,447,790
	49.5
	10,676,020
	50.5


(Data compiled from Canada Customs and Revenue Agency, Taxation Statistics, 2000, Basic Table 6.)

Note also that in every single income group men reported a higher average income than women. Among those earning $10,000 or less, for example, men’s average income was 6.7% higher than women’s ($4,606 versus $4,316), while the gap was over 15% among those earning $100,000 or more (men’s average income was $216,794 versus $187,914 for women).  

The personal income tax cuts implemented by the federal government will favour men over women for two intersecting reasons: 1) because the most valuable cuts are targeted to those earning over $30,000, who are mostly male, and 2) because women earn less on average than men in all income ranges.

The federal government designed its tax cutting plan carefully to offer something to every taxpayer. It pursues several tax reduction strategies: reducing percentage rates, expanding the size of brackets, removing surtaxes, and redefining “income” to include a lesser proportion of capital gains. But a closer look at these key elements reveals that the benefits of the plan are skewed toward those with incomes over $30,000. 

The following is a before-and-after picture of the rate structure in the federal Income Tax Act, first in 1997 prior to any tax cuts, and then as it will look in 2004 if all the current tax cut proposals are implemented as planned.

BEFORE (1997) 

on taxable income up to $6,456



0%  (basic personal credit)

on taxable income from $6,456 to 29,590

17%

on taxable income from $29,590 to 59,180

26%

on any taxable income exceeding $59,180

29%

+ general surtax of 3% x federal tax payable

+ higher income surtax of 5% x federal tax payable over $12,500

(applicable to incomes over approx. $65,000)

AFTER (2004)

on taxable income up to $8,000



0% (basic personal credit)

on taxable income from $8,000 to 35,000

16%

on taxable income from $35,000 to 70,000

22%

on taxable income from $70,000 to 113,804

26%

on any taxable income exceeding $113,804

29%

(3% general surtax eliminated)

(5% higher income surtax eliminated)
Tax filers with incomes up to $30,000, predominantly women, will benefit from these reforms in three ways: 1) the larger basic personal credit increases the amount that can be earned tax free to $8,000; 2) the one point reduction in the lowest marginal rate benefits all those earning over $8,000; and 3) the removal of the 3% general surtax provides savings to anyone with federal tax liability. However, the quantum of these benefits is relatively small for lower income earners. For a taxpayer earning exactly $30,000, they would provide total federal tax savings of $639 (all the calculations in this section assume the taxpayer has no spouse and claims only the basic personal credit). For those earning less, say $12,000, the saving is only $330.

The value of federal tax cuts grows quickly as one moves up the income scale. It should be understood that all taxpayers receive the same $639 benefit on their first $30,000 of income. But those earning over $30,000 enjoy additional tax savings. Indeed, a person earning even $35,000 would save $1,179 in federal taxes, close to doubling their tax cut, because of the steep rate reduction from 26% to 16% on the additional $5,000. At higher incomes, a taxpayer earning $113,804 (in all likelihood a man) would enjoy savings of $5,630, which includes $748 from eliminating the 5% higher income surtax. Note that the value of the 5% surtax elimination is zero unless one earns at least about $65,000, and thus it will benefit men far more than women. Above $65,000 its value rises indefinitely with income, contrasting with the flat amount of tax saved at lower income levels from raising the basic personal credit or reducing the lowest marginal rate of tax.  

The tax savings at different income levels are not just unequal in dollar amounts but also in proportion to income. The following chart represents the value of the tax cuts for selected taxpayers as a percentage of income. It shows a pattern of progressive tax cuts up to $30,000 of income, but above that mark the pattern reverses and becomes regressive up to $113,804. At that point the onset of the 29% rate begins to reduce the proportional tax savings, but note they are still higher for a $150,000 earner than for the very lowest income taxpayers.
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Finally, the cut in the capital gains inclusion rate from ¾ to ½ since 1997 also has a gendered impact. It is widely known by now that capital gains are a form of income received overwhelmingly by higher income taxpayers (in 1997 almost 60% of all capital gains were reported by the 1.8% of taxpayers with incomes of $100,000 and up). Less well known is that men report well over half of all taxable capital gains (about 63% in 1997).

If tax cuts are distributed more generously to men than to women, the tax system is not just reflecting but widening the gender gap in after-tax incomes. This in turn, will reduce women’s relative opportunities to save, retrain, start up small businesses, or otherwise improve their earning capacity. In other words, tax law is not part of the solution to gender inequality, it is part of the problem. 

When the finance department designed the tax cut plan they no doubt considered the distributive impact of different options among income groups and family types. But did they examine income data disaggregated by gender, and consider the likely distribution of tax cuts between men and women? At a minimum, policy-makers should consider this type of data so that they comprehend the full impact of their key policy decisions. 

How should the tax cut plan be adjusted in response to this data? Increasing women’s share of tax cuts would be an improvement. Yet a small rise in after tax income may not begin to compensate a lower income woman for the loss of public services she experiences at the same time. Study after study has shown that women are especially impacted by public expenditure cuts, as employees in the public sector, as consumers of social services, and as caregivers whose unpaid labour is being called upon to fill the gap. A gender sensitive analysis of fiscal policy would also have implications for spending priorities, and would suggest that too much priority has been attached to tax cuts in recent years, over social spending.

3. The Caregiver Credit
In recent years, the ideas that the tax system should do more to recognize and compensation of women’s unpaid work as family caregivers have gained momentum. The reasons for this political momentum include: a recognition of the growing burden of care work in many families as the population ages and public services erode; anxieties about women’s increasing labour market activity and its effect on family relations; new knowledge about the importance of unpaid care work to the economy as a whole; and the global mobilization of women to demand that governments do more to value unpaid work. These pressures led the federal government in 1998 to announce a new “caregiver credit”, and then to increase it in the October 2000 mini-budget. 

It is notable that an issue of particular concern to women has had some impact on tax policy discussions. However, NAWL has serious concerns about the design of the caregiver credit. It is a prime example of how tax policy is so often based on the unstated assumption that women’s economic welfare can be secured by granting benefits to their husbands.  

From the perspective of valuing women’s unpaid work, this credit has a number of glaring problems. First of all, it requires no caregiving work at all, only that the taxpayer resides with an aged or infirm relative whose own income is less than about $15,000. 

Second, the credit is non-refundable so that a full-time caregiver who earns no taxable income has no ability to claim the credit personally. Instead the credit reverts to the classic assumption that caregivers will be looked after by a male breadwinner who will claim the credit and somehow use it to improve the caregiver’s welfare. It does nothing to give women autonomous access to resources but instead leaves them to rely on the private resources and goodwill of individual men. 

This is related to a third problem, which is the exclusion of many families from the caregiver credit altogether. For example no caregiver credit may be available to a couple in which both members have low wages or receive social assistance, or to a single person who cares for a relative full-time and earns little or no taxable income. Again, the credit seems designed less to compensate caregiving labour than to reward breadwinners who financially support an unpaid or low paid spouse. 

Finally, the credit makes a troubling assumption that all older or infirm people living with relatives are the objects of care, rather than independent or indeed the providers of care to their grandchildren, siblings or others. As such, it tends to discount caregiving work done by older women and women with disabilities, assuming them as burdens always to be carried by others.

At a minimum, tax recognition for unpaid caregiving work will not advance women’s equality interests unless it gives caregivers access to independent resources. One way to achieve this would be to convert the caregiver credit (and perhaps the spousal credit) to refundable credits paid directly to those who are primarily responsible for caregiving. This would make the credit available to a single person who cares for another adult, but who has insufficient tax liability to absorb the non-refundable credit. It would also ensure that in the case of a couple, the credit benefits the spouse who does the bulk of caregiving work, whether or not she has an income. 

Support for those who do caregiving work must also extend beyond the tax system. For example, providing independent pension accruals for those who leave the paid work force to do caregiving work should be a priority of the government. In addition, the Employment Insurance system should be amended to increase the benefits and reduce the qualifying periods for maternity and parental leave. 

Support for caregiving should also include better measures to facilitate labour market participation and re-entry by those who care for others. First and foremost, this would mean investing more to improve the quality and affordability of child care services. Too often, the interests of full-time caregivers and those who combine paid and unpaid work have been placed in false opposition to one another. Instead, policy-makers should be developing policies to better support the full range of choices made by women and men who undertake the caregiving roles that are crucial to the development of human capital in Canada.

Conclusion
As taxpayers and citizens, we have come to expect certain kinds of accountability from governments in matters of fiscal policy. However, Canadian governments have so far achieved little visible progress in measuring or accounting for the gender impact of tax measures.

The examples NAWL has presented here are intended to illustrate that despite its facial neutrality, the tax system often employs gendered assumptions and has different effects on women than on men. Incorporating gender analysis as a routine part of the tax policy process would at the very least make these effects more transparent, and more importantly, would stimulate debates about whether and how the tax and expenditure system can be reformed to improve women’s economic equality and autonomy.   
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