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D o raise the harmonized sales tax
and lower income taxes; don’t
exempt much, not even gro-

ceries. Do make tax bases broad and
rates low; don’t cut taxes at the expense
of needed services. Do worry about the
tax rate, but focus evenmore onwhat is
taxed and how themoney is spent.
There’s plenty of food for thought —

and for debate, regardless of whether
you look at tax issues from the right or
the left — in a newly released study by
Casey Vander Ploeg of the Canada-
West Foundation.
But even if this study puts a bee in

everybonnet, it’sworth apolicymaker’s
or a thinking citizen’s time. Because it
takes an all-too-rare approach, focus-
ing on the West, yet encompassing the
whole mix of taxes that fund our gov-

ernments and influence how and how
fast our economies grow.
It’s often amug’s game to analyse and

debate taxes one at a time, although
that’s what most of us do. The links
among themyriad taxes imposed by all
levels of government are so numerous
and complex — and so often conflict
with each other inwhat behaviour they
foster or impede — that it’s impossible
to know for sure whether it’s wise or
worthwhile to tweak just one little
thread in theweb.
In addition to broadening tax bases

and lowering the rates wherever and to
the greatest extent possible, Vander
Ploeg says the western provinces
should:
•Monitor andadjust their tax policies

tomeet the ever-changing challenges of
domestic and global competition.
•Keep taxes simple, to increase trans-

parency and fairness and to minimize
the cost of compliance for taxpayers
and enforcement for government.
• Improve the taxmix by lowering in-

come taxes — the main way North
American governments raise money—

and relyingmore on value-added taxes
(HST) and user fees.
• Use tax breaks to foster savings and

investment.
• Simplify corporate income tax and

broaden the base.
Vander Ploeg acknowledges that, by

Canadian standards, the taxation levels
inwesternprovinces aren’t toobad. For
example, B.C.’s total tax revenue as a
percentage of GDP has fallenmodestly
from 11.4 per cent in 1990 to 10.2 per
cent last year. (That’s in addition toOt-
tawa’s take, which fell from 17 per cent
to 15.3 during the same period.)
But low taxes— and “low”may be too

strong an adjective for what we have—
“are no silver bullet when it comes to
economic competitiveness,” he warns.
“Especially if the trade-off is poor pub-
lic services, poor economic infrastruc-
ture, poor educational opportunities
and institutions, and a lack of creative,
productive and skilled labour.”
One reason our tax structure needs

renewal, he notes, is that it was de-
signed in and for another era.
Another point—andhe doesn’t dwell

on this to the extent I thinkhe should—
is the reliance of provinces like B.C. on
royalty revenue to keep our tax rates
down. True, in the past two years, roy-
alties herehave shrunkback to theball-
park of their historic levels (less than
two per cent of GDP). But at the height
of Campbell government tax-cutting,
they were nearly double that. And vir-
tually all of this money raised by, in ef-
fect, selling off a non-replaceable re-
source was spent rather than invested
for the future.
Critics often brand the kinds of poli-

cies Vander Ploeg advocates — flatter
income tax, or more user fees and val-
ue-added taxes, for example—as away
to shift the tax burden from the rich to
the poor. Again, the study does not
dwell on this, but it makes it clear this
need not be so.
To make the point, he cites Alberta’s

flat, one-rate-for-all income tax, and
compares its impact with the sliding-
scale rate in B.C. For a single income-
earner making $35,000 a year, he
notes, the provincial income tax bill
would be zero in Alberta and $768 in

B.C. When earnings soar to $100,000,
the B.C. tax liability would rise by
$6,252 to a total of $7,020, while the
Alberta tax bill would go from zero to
$6,490. So, while the total tax load in
Alberta is lower, the marginal tax rate
for $100,000 earners is actually a little
higher than in B.C.
Likewise, if theHSTwere raised, or if

the HST base was extended to include
things like food, itwouldbe easy topro-
tect low-income taxpayers by simply
increasing the size of the rebate they
can claim.
Of course, a 37-page paper can’t cov-

er every nuance of tax policy. But by
putting forth some clear principles in a
western context, I hope itwill kick-start
a much broader and more intelligent
tax debate than we’re accustomed to
hearing.

dcayo@vancouversun.com
You can download the full paper at
http://www.cwf.ca/V2/cnt/publication_2009101
91544.php
Or link to it through my blog at
www.vancouversun.com/taxingissues
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Canadian crooks bilked
victims in U.S., authorities say
The second-largest money-transferring
company in the United States was or-
dered to pay $18 million to victims who
were allegedly“scammed by crooks work-
ing out of Canada,”U.S.authorities said
Tuesday.But the Federal Trade Commis-
sion says the actual amount swindled by
employees at MoneyGram International is
much higher — possibly in the hundreds
of millions of dollars.Lynda Michielutti,a
MoneyGram spokeswoman,confirmed
the money had been paid to the Federal
Trade Commission — which will allocate
the funds to the alleged victims — but de-
nied the company had any knowledge of
wrongdoing.A joint investigation be-
tween Canada and the U.S.over the past
two years uncovered the money-transfer
operation,which used lotteries, fake
cheques,and shopping schemes —
among other things — to defraud mostly
American consumers.Seven people were
arrested and charged in Montreal,and
two arrests were made in Vancouver. The
Vancouver suspects are now facing extra-
dition.

VANCOUVER

Seacliff gets contracts
worth $77.9 million
Richmond-based Seacliff Construction
Corp.said its construction contracting di-
vision has been awarded three contracts
in B.C.,valued at about $77.9 million.Un-
der one of the contracts,valued at about
$48.6 million,Dominion Construction will
put up an office building in Vancouver.
The construction is expected to begin ear-
ly next month and to be completed in Jan.
2012.Shares of Seacliff closed at $9.97
Monday on the TSX.

TORONTO

Ontario faces ‘long, slow
grind’ on road to recovery
Ontario’s finance minister is bracing tax-
payers for years of budget deficits,warn-
ing Canada’s most populous province
could be in for a“long,slow grind”before
it swings back to true economic recovery.
Dwight Duncan said that while there are
signs the economy is turning around,
more pain lies ahead before Ontario re-
turns to strong growth.He said the Liberal
government of Premier Dalton McGuinty
will undertake a systematic review of ser-
vice delivery in the province over the next
five months, insisting that spending on
priorities such as education and health
care will be maintained.The province’s
gross domestic product stood at $508.9
billion in the second quarter.That’s rough-
ly the same size as it was in 2005.

VANCOUVER

CN Rail profit sags 13 per cent,
but says worst is over
Canadian National Railway reported a
better than expected 13-per-cent drop in
third-quarter profit Tuesday as deep cost
cuts helped cushion the impact of the re-
cession.Executives at Canada’s largest rail-
road repeated cautiously upbeat com-
ments made in recent months that the
worst of the economic downturn was
over,but also pointed out there would still
be economic headwinds.However,the re-
cent strength in the Canadian currency
against the U.S.dollar could hurt CN’s bot-
tom line in the fourth quarter.CN said net
income fell to $446 million,or 94 cents a
share, in the three months ended Sept.30.
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The rebound in B.C. housing sales
from the recession is the strongest on
record, Central 1 Credit Union said
Tuesday, predicting that property
prices will regain all of their downturn
losses by the end of this year.
Central 1 chief economist Helmut

Pastrick said thehousing sales rebound
has already surpassed the strength of
the recovery from the 1991 recession.
Pastrick said the resurgencehas com-

bined with diminishing inventories of
unsold homes to force prices upward.
Prices will eventually hit an “afford-

ability squeeze,” Pastrick said, reaching
a ceiling that forces new buyers out of
themarket.
However, in one of the firstmajor fall

housing forecasts, Pastrick said ob-
servers should not “underestimate the
power of ... very low and attractive
mortgage rates” to keep driving the
market.
He said that as buyers embrace his-

torically low mortgage rates, that mo-
mentum “will carry into 2010, driving
unit sales and prices to newhighs.”
He predicted that, on an annualized

basis, the overall average homeprice in
B.C . wi l l c l imb to a new high of
$463,800 by the end of 2009, erasing
recession-era losses, before advancing
to $497,800 in 2010 and $534,800 in
2011.
He also forecast that sales through

the Multiple Listing Service across the
provincewill climb to 85,500 this year,
and 109,000 in 2010.
Not all regions will experience the re-

covery equally, Pastrick said. The gains
will be concentrated in thebigger, high-
er-priced markets of Vancouver, the
Lower Mainland and the Okanagan,
andno single regionwill see annualized
average prices for 2009 surpass previ-
ous peaks.
Pastrick said his forecast relies on

B.C. continuing to recover from the re-
cession, and that at some point in 2010
the pace of sales will slow down.He ex-
pects sales transactions to slip to
101,400 in 2011, though prices should

continue to rise.
The Central 1 forecast calls for B.C.

housing starts, after falling to 14,600
units this year from 34,321 in 2008, to
recover to 21,400 units in 2010.
“If [economic] recovery is weak, or

does not come, then prices could po-
tentially stop rising and back off some-
what,” Pastrick said.
Carol Frketich, regional economist

for Canada Mortgage and Housing
Corp., said in an interview theCentral 1
forecast is consistent with other fore-
casts for the B.C.market.
Frketich said forecasters are getting a

very strong signal from housing resale
activity that points to an overall pickup

in housing.
However, she said the fact that Lower

Mainland markets have accounted for
40 per cent of total provincial sales has
had an influence on provincial totals. A
lot of higher-priced homes have been
selling in the region, which helps push
up the average provincial price.
The LowerMainland has also seen its

unemployment levels decline, another
positive indicator that economic condi-
tionswill improve.
“The key to strength in the housing

market is, we need to see the recovery
continue, and mortgage rates staying
relatively low,” Frketich said. “And cur-
rently, those are the conditions we
have.”
Cameron Muir, chief economist for

the B.C. Real Estate Association, how-
ever, maintained a more conservative
outlook for home-price growth, given
that themarket is upagainst a sloweco-
nomic recovery.
“My expectation is that home prices

will grow verymodestly in 2010,”Muir
said.
Muir saidmuch of the buying activity

in the market is the result of demand
that built up during last fall’s market
collapse.
However, as that demand is filled,

and as mortgage rates rise in the latter
half of 2010,Muir said he expects sales
will ease off the record pace that Pas-
trickhas predicted, “reflecting an econ-
omy that is coming out of recession.”

depenner@vancouversun.com

Low mortgage rates are driving the market to pre-recession levels, credit union economist says

Home prices could hit new highs in 2010
FORECAST

BY DARRON KLOSTER

VICTORIA

T he next generation of Twin Ot-
ter aircraft are rapidly taking
shape on a Calgary assembly

line as Viking Air starts a final series of
tests to certify the rugged planes.
Seven of the Viking Series 400 Twin

Otters are in advanced stages of as-
sembly, while the development of
components for another six aircraft
are underway at Viking’s new 11,000-
square-metre facility at the Victoria
International Airport.
That’s in line with Viking’s projec-

tion of building 12 aircraft during
2010, says Robert Mauracher, vice-
president of business development for
the Victoria-based company.
Each of the planes is worth about $4

million. Viking currently has bookings
for 43 of the aircraft.
Viking expects to achieve certifica-

tion from Transport Canada and the
European Aviation Safety Agency in
about 90 days and start delivering Ot-
ters sometime early next year.
The first order is for Swiss-based Zi-

max Aviation, which is using the Se-
ries 400 Otter for oil and gas explo-
ration in Angola. Air Seychelles has
the next two, followed by five planes
ordered by Trans Maldivian Airlines
and then one of the air force of the
United Arab Emirates.
Key testing remains on various types

of landing gear, operating software
configurations and performance in ex-
treme temperatures, said Viking

spokeswoman Angela Murray. Pilots
of the legacy Twin Otter are also being
brought in to augment training pro-
grams before the newplanes are deliv-
ered.
“The certification aircraft is per-

forming flawlessly and will be worked
hard over the coming weeks as we
near our goals,” Mauracher said.
Viking acquired the rights to deHav-

illand’s heritage brands of planes —
DHC-1 through DHC-7 but better
known by names l ike the Otter ,
Beaver, Caribou and Buffalo — five
years ago. The planes have a sterling
reputation among pilots and are

known worldwide for durability and
tight-landing capabilities. Of the 844
Otter aircraft originally built, more
than 600 are still in service.
The Series 400 is the first TwinOtter

built inmore than 20 years, and incor-
poratesmore than 200modifications.
The latest orders this month are

from Russia and Libya. Moscow-
based Vityaz Avia Corp., which has
agreed to purchase two of the planes
configured for commuter service, will
be the first Twin Otter operator in
Russia and also act as a sales repre-
sentative in the region. Petro Air,
which serves the oil and gas industry

in Libya, also ordered a Series 400
Twin Otter to go with their fleet of
nine legacy Twin Otters.
Murray said Viking is still on track to

produce one airplane per month in
2010 and then 18 to 24 a year after
that.
Viking, which employs 415 workers,

including more than 300 at its Victo-
ria facility, is owned by Toronto-based
Westerkirk Capital Inc., a Canadian
private investment firmwith holdings
in the hospitality, aviation and real es-
tate sectors.
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Viking plans to produce 12 aircraft during 2010, each worth about $4 million

Twin Otter’s next generation takes shape
AVIATION

Seven Twin Otter aircraft are nearing completion at Viking Air’s manufacturing facility in Calgary facility this week.

Real estate recovery
The sharpest rebound ever in real estate sales following a downturn will help
push B.C.’s average property price to a new high, Central 1 Credit Union reported
Tuesday. Below are the agency’s forecast annualized average prices for selected
real estate boards, followed by the percentage change from a year earlier.

Region 2009 2010
British Columbia $463,800 (+2%) $497,800 (+9%)

Greater Vancouver $587,500 (-1%) $636,000 (+8%)

Victoria $474,000 (-2%) $515,500 (+9%)

Fraser Valley $424,500 (-2%) $456,300 (+8%)

Chilliwack $298,000 (-6%) $314,500 (+5%)

Powell River $245,700 (-3%) $257,000 (+5%)

South Okanagan $321,000 (-5%) $355,000 (+11%)

Source: Central 1 Credit Union


