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Preamble 

The Board of Trade of Metropolitan Montreal has more than 7,000 members. Its mission is to be 
the voice of the Montréal business community and to promote the city's prosperity. The Board of 
Trade is engaged in key economic development sectors, advocating a philosophy of engagement, 
credibility, proactivity, collaboration and innovation. The Board of Trade is Québec's leading private 
economic development organization. 

 

Context 
When the budget was tabled on June 4, 2014, Québec's Minister of Finance, Carlos Leitão, 
announced the establishment of the Québec Taxation Review Committee, whose mandate is to 
review the Québec  taxation system and propose changes to make the system more competitive. At 
that time, the Board of Trade applauded the Minister's decision, which echoed an explicit request 
made by the Board of Trade in its pre-budget recommendations to the previous government. The 
Board of Trade asked the Government to initiate an in-depth analysis of its taxation, to ensure that it 
meets the demographic and economic challenges facing Québec and its metropolis. We had 
recommended the Government carry out a reform so that all taxation is more conducive to the 
public's participation in the job market, economic growth and investment. 

This brief presents the Board of Trade's recommendation on Québec tax reform. It is based on the 
Board of Trade's internal analyses, and on the many comments received from the leaders of the 
metropolitan business community. In addition, the Board of Trade conducted numerous 
consultations of different experts, including several tax specialists and economists, economic 
development organizations, industrial clusters and other companies representing its business base. 
In this regard, we must thank all the people and organizations consulted, who shared their expertise 
and their time. We especially thank the committee of experts formed by the Board of Trade to fuel 
its reflection on tax reform. The members of the committee were Mr. Clément Gignac, Senior Vice-
President and Chief Economist, Industrial Alliance, Mr. Pierre Fortin, Economic professor of economic 
at the University of Quebec at Montréal, Mr. Stéphane Leblanc, Partner, CPA and Tax Specialist, 
Ernst & Young, Mr. Christian Bernard, Chief Economist, Montréal International, and Mr. Stéfane 
Marion, Chief Economist and Strategist, National Bank. However, the analyses and recommendations 
present in the document are only binding on the Board of Trade of Metropolitan Montreal. 
 

The Board of Trade attaches very great importance to the current exercise. The consequences of a 
successful reform could contribute greatly to improving the business environment of metropolitan 
Montréal, and thereby its prosperity and that of Québec as a whole.  
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Introduction 
 
The review of taxation is a crucial exercise for the economic future of Québec and its metropolis, 
and the Board of Trade congratulates the Government for this initiative, which we had long 
requested. This is a unique opportunity to improve our tax system's competitiveness and support 
our economy better. The achievement of a balanced budget within the prescribed deadlines is 
certainly essential, but cannot be the ultimate objective of this exercise. It is necessary to go 
farther and seek to provide more encouragement to work, investment and productivity. These 
are essential conditions to support the creation, development and retention of businesses, but 
also to enable our economy to meet the challenges of population ageing and productivity. Our 
economic growth and the improvement of our standard of living depend on it. 
 
This exercise was conducted in a difficult budgetary and economic context. Québec and its 
metropolis are facing structural challenges that threaten their prosperity. On the one hand, we 
have recurring structural budget deficits. On the other, the persistent low productivity of our 
companies and the shrinking pool of potential workers seriously limit our economic growth 
prospects and consequently the delivery of our public services. In this context, the Government 
must show the greatest vigilance in the review of taxation. Its primary objective must be to 
ensure the tax system is competitive so that it supports our economy better. 
 
While competitive overall taxation is essential to allow our companies to benefit from a 
competitive business environment conducive to their development, we must not lose sight of 
taxation's other role as a strategic economic development tool. In this sense, it is an effective 
way to support certain promising economic sectors and certain strategic initiatives that could 
have major economic spinoffs and improve the productivity of our economic base.  
 
In a context of increasingly lively international competition, where investments, labour and 
companies are very mobile, it is essential to adopt a strategy to support our innovative and high 
value-added sectors and thus favour the attraction and retention of key economic players who 
contribute strongly to our economic growth. Tax assistance programs, which have allowed 
Québec and its metropolis to stand out, improve the quality of the available workforce and favour 
the rise and concentration of productive and innovative industries within metropolitan Montréal. 
The mere fact these initiatives generate a substantial public return justifies Government support. 
However, not all the assistance measures in place have had the same leverage, and it is a sound 
practice to measure the performance of these tax initiatives to optimize their effects.  
 
Moreover, the review of taxation must pay very special attention to the Montréal metropolitan 
area. Like other North American metropolises, Montréal has a concentration of high value-added 
sectors, which are a pillar of the development of its knowledge economy. These sectors allowed 
the creation of agglomeration economies and remain crucial to ensure competitiveness. The 
current economic reality means that metropolises are in competition to attract and retain foreign 
investments, and their respective governments do not hesitate to intervene to support companies 
or attract them to their territory. Thus, any decrease in the support granted to our productive 
sectors is likely to have a negative impact on them and consequently on our entire economy. 
 
In light of this fact, the principle of using tax assistance to support economic development and 
the rise of the knowledge economy remains relevant and legitimate. The challenge is much more 
in the calibration of the tax tool and the measurement of its efficiency over time, depending on 
the development stage of the projects, companies and sectors to which it applies. We believe it is 
appropriate to reform taxation with the aim of making the overall business environment and our 
promising sectors more competitive, while generating possible savings from the least promising 
initiatives, which have not proved themselves. Thus, the Board of Trade makes the following 
recommendations: 
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1) Respect the key principles for ensuring effective and competitive taxation: 

a. Predictability 
b. Simplicity 
c. Competitiveness 
d. Fairness 

 
2) With a view to increasing productivity, investment and work to meet the economic 

challenges of Québec and its metropolis; 
 

3) Continue the sectoral approach that has borne fruit and that remains essential to 
metropolitan prosperity. 

 
 

I. THE KEY PRINCIPLES OF MORE EFFECTIVE AND COMPETITIVE TAXATION 
 
Taxation is used to allow redistribution of a society's wealth and financing of public services, but 
it is also a strategic tool to improve our economic competitiveness and support wealth creation, 
particularly by improving the business environment. 
 
A competitive and effective Québec tax system must respect the following principles: 

 
Predictability 
Predictable taxation is crucial to support private investment and allow the economic agents to 
make informed and rational choices. The decisions by households to consume or save, and by 
companies to invest, hire or accumulate inventory, largely depend on the information made 
available to them and their business environment. In this regard, uncertainty, whether fiscal or 
other, hinders decision-making and can delay the realization of major investments.  
 
Although the review of taxation is a perfectly legitimate exercise, the Government must find a 
balance between the necessity to reassess it periodically and the need to maintain the business 
environment's predictability. With this in mind, changes to the tax system should be announced 
in advance and deployed gradually, or after a few years of lead time, to allow the economic 
agents to adapt properly.  
 
Simplicity 
The tax system must be simple, transparent, and easy to understand and administer. Complex 
taxation that is difficult to understand generates costs for the Government, individuals and 
companies, and especially for SMEs, which account for nearly 99% of all Québec businesses. One 
of the tests the Government should impose to evaluate its reform should be to generate a 
reduction of the budgets SMEs must allocate to ensure their compliance with the tax system's 
requirements.  
 
 
Competitiveness 
Effective and competitive taxation encourages good taxpayer behaviour. To enable Québec and 
its metropolis to take on the challenges of population ageing and productivity, taxation must give 
more encouragement to work, investment and productivity. 
 
Our taxation must also be competitive with other North American jurisdictions and ensure that 
foreign companies receive similar treatment on Québec soil. This is essential to favour a business 
environment hospitable to the emergence and development of strongly performing companies 
and promising sectors.  
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Fairness 
Fair taxation must enable individuals whose situations and economic conditions are similar to 
assume a similar burden, while favouring progressiveness of certain taxes to allow redistribution 
to the lowest-income individuals. 
 
Also, the review of Québec taxation must ensure that the overall burden of companies does not 
increase. 
 
 
II. TAX REFORM MUST CONSIDER THE REALITY AND ECONOMIC CHALLENGES OF 

METROPOLITAN MONTRÉAL 
 
A. The structural economic challenges facing Quebec and its metropolis 

 
The urgency of improving public finances 
 
Québec returned to economic growth over four years ago, but we still have a budget deficit. This 
deficit would even be $3.1 billion1 in 2013-2014, similar in magnitude to what was observed at 
the depths of the financial recession. This situation clearly indicates that Québec is faced with a 
structural deficit. Combined with a high debt level –  Québec is Canada's most indebted province 
with a gross debt of nearly 54% of GDP in 2013 – and public spending beyond our ability to pay, 
this creates a situation of extreme vulnerability in case of a sharp and unexpected deterioration 
of the economy. It could downgrade our credit rating, resulting in a higher debt service. 
 
 
The Board of Trade fully supports the Government's decision to achieve a balanced budget within 
the prescribed deadlines. This obliges us as a society to make difficult but necessary decisions to 
balance the budget in the short term. However, the tax review exercise must go far beyond the 
declared intention of identifying $650 million in savings. It must also seek to improve the 
competitiveness of taxation so as to ensure sound public finances in the longer term and a 
prosperous economy. 
 
 
 
 
A. The apprehended decline in the pool of potential workers 
 
Population ageing in Quebec and its metropolis is more rapid and acute than in the rest of 
Canada. This relative decline of the pool of workers will have an impact not only on the labour 
market and our public finances, but on metropolitan Montréal's companies. They will have more 
difficulty meeting their workforce needs, which could limit our capacity to create wealth. 
Furthermore, according to Emploi-Québec's outlook, there will be approximately 149,500 jobs2 to 
fill in the Montréal Census Metropolitan Area (CMA), 70% of which would be due to retirements, 
during the 2013-2017 period. 
 

 

                                            
1  MINISTÈRE DES FINANCES DU QUÉBEC. September 2014. Un portrait général du régime fiscal au Québec. Document 
of the Québec Taxation Review Committee.  
2 Emploi-Québec July 2014. Perspectives à moyen (2013-2017) et à long terme (2013-2022). 
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The Board of Trade calls on the Government, during the review of the Québec tax system, to pay 
special attention to attracting and retaining talent. The issue of the availability of human capital 
and its suitability for companies' needs will play a preponderant role in ensuring the prosperity of 
Québec and its metropolis. 
 
 
B. Our companies’ persistent low productivity 
 
The challenge of productivity is added to the challenge of the ageing population. Since 1981, 
Quebec has seen one of the lowest average annual growth rates in labour productivity. In 
2012, it ranked 16th among the OECD countries.3 This low labour productivity has resulted in a 
reduction of our collective wealth, and thus our standard of living. In addition, the Montréal 
CMA is near the bottom of the list among North American metropolises in terms of per 
capital GDP in 2010 (32nd out of 33 metropolises). 
 
However, this low productivity differs from one sector to another. Indeed, some analyses4 have 
shown that lower value-added sectors, less high tech-intensive, are the least productive. Thus, 
if we want to upgrade our economy's productivity, we must further target the high-tech 
sectors, which employ more skilled labour and do more research and development. 
 
The Board of Trade calls on the Government to ensure that taxation seeks to stimulate the 
productivity of our companies and our economy. For this purpose, the high-tech and most 
innovative sectors must be given more encouragement. This is absolutely essential to improve 
our standard of living and our companies' local and international competitiveness. 
 

 
Weak economic growth prospects 
 
Since the last decade, the growth of production has been weaker in the Montréal CMA relative to 
the average of other Canadian cities, and its growth prospects also remain relatively lower. 
 
The CMA's real GDP growth was 1.7% in 2013 and will remain low in the next few years.5 Real 
GDP growth in Québec was 1.1% in 2013 and will not exceed 2% in the next few years.6 These 
weak economic growth prospects are directly related to our demographic and productivity 
challenges. 
 
The Board of Trade calls on the Government to make more use of fiscal tools that have the least 
negative impacts on economic growth and to encourage wealth creation more. 
 
 

                                            
3  CENTRE DE LA PRODUCTIVITÉ ET DE LA PROSPÉRITÉ DU QUÉBEC. Bilan 2013. 
4  CENTRE DE LA PRODUCTIVITÉ ET DE LA PROSPÉRITÉ DU QUÉBEC. May 2014 Mieux outiller le secteur manufacturier : 
entre politiques et adéquation des besoins.  
5 Idem. 
6  CONFERENCE BOARD OF CANADA Spring 2014. Metropolitan Outlook. 
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B. The Board of Trade's recommendations to make overall taxation more 

effective and competitive 
 
Review the fiscal mix to provide more encouragement to work, productivity and 
investment 
 
Many experts7 have pointed out not only that the tax burden was heavier in Québec than in the 
rest of North America, but that the current fiscal mix was not effective enough, meaning that it 
did not provide enough support to economic growth. 
 
It is therefore imperative to review the tax structure, making more use of the least harmful tax 
tools to create wealth. Thus, to allow our economy to meet the challenges enumerated above, it 
is essential that taxation provide more encouragement to work, productivity and investment.  
 

1. Rely more on user fees to fund public services  

In addition to being less harmful to the economy than other levies, user fees send a better price 
signal and steer consumer behaviour in the right direction, leading to a more efficient use of our 
resources. Thus, better pricing of public services would increase Government revenues, while 
ensuring more optimized use of services. Of course, any increase in prices should be 
accompanied by measures to mitigate the impact on the most vulnerable. 
 

Québec relies less on user fees than Ontario and the rest of Canada. In 2007-2008, it collected 
$6.8 billion less in user fees than Ontario.8 
 
 
The Board of Trade calls on the Government to rely more on user fees for better financing of 
public services, a tool less harmful to economic growth than personal and corporate income 
taxes. 
 
The Government should increase the fee for daycare services, as the previous government had 
envisioned. It should also continue the gradual increase in heritage pool electricity rates so that 
they catch up with the market price. In addition to generating additional revenues, this would 
send a better price signal and be an even stronger incentive in seeking energy efficiency. 
Likewise, the Government should not delay in exploring the possibilities of replacing the gasoline 
tax gradually with a kilometre tax. Finally, it will inevitably be necessary to return eventually to a 
reexamination of the tuition question.  
 
This search for additional revenues, based on an increase in user fees, should necessarily be 
linked to two related commitments: first, an increase in the refundable tax credit to compensate 
for increases in user fees for disadvantaged individuals and households. Secondly, an attentive 
review of the total tax burden for households and companies and, if applicable, a downward 
adjustment of certain income taxes to restore the tax system's overall competitiveness. 
 

                                            
7  COMITÉ CONSULTATIF SUR L’ÉCONOMIE ET LES FINANCES PUBLIQUES. 2010 Le Québec face à ses défis. 
8  COMITÉ CONSULTATIF SUR L’ÉCONOMIE ET LES FINANCES PUBLIQUES. 2010 Le Québec face à ses défis, fascicule 2. 
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2. Prefer an increase in the sales tax to raising income taxes 

 
Consumption taxes also have a less negative impact on economic growth than other tax tools. In 
this sense, it can encourage savings and investment9 without putting our companies at an 
international competitive disadvantage (because exported products are exempted).  
 
For example, a $1 billion sales tax increase ultimately would reduce the GDP by $0.310 billion, 
compared to a $0.9 billion reduction resulting from an increase in the corporate income tax. To 
limit the impact on the most vulnerable people, any sales tax increase should be accompanied by 
measures to protect them. 
 

3. Reduce the personal income tax rate 
 

The Québec tax system makes excessive use of the personal income tax. Its weight in proportion 
to the GDP is higher in Québec (12.3%) than in Ontario (11.9%), Canada (10.8%), the United 
States (8.2%) and even the OECD average (8.5 %).11 
 
This situation is cause for concern in the context of a rapidly ageing population. High personal 
income tax rates discourage work and effort and put talent attraction and retention at a 
disadvantage, particularly for higher income individuals with the highest skills, who are the most 
mobile workforce. 
 
 

4. Reduce payroll taxes  
 
Payroll taxes are higher in Québec than in the rest of Canada. They are particularly harmful to 
economic growth, because they discourage hiring and wage increases, and thus hinder job 
creation, disposable income and attraction of skilled workers. 
 
Moreover, when they do not account for business income, they are a drag on wealth creation. 
 
The Board of Trade calls on the Government to reduce personal income taxes and payroll taxes 
gradually to bring them closer to the Canadian average and prefer an increase in the 
consumption tax and public user fees. 

 
 
 
Ultimately reduce the overall tax bite  
 
Once the budget is balanced, the Government must reduce the tax burden on businesses. As 
several experts have shown, the Québec tax burden rate is higher than the OECD average. To 
make the business environment more competitive, it is therefore necessary to reduce the tax 
burden, particularly for businesses. 
 
 

                                            
9  CHAIRE DE RECHERCHE EN FISCALITÉ ET EN FINANCES PUBLIQUES. March 2011. Une contribution accrue des taxes à 
la consommation : la voie à suivre pour le Québec. Luc Godbout, Suzie St-Cerny, Stéphane Paquin. 
10 Idem. 
11  MINISTÈRE DES FINANCES DU QUÉBEC. September 2014. Un portrait général du régime fiscal au Québec. Document 
of the Québec Taxation Review Committee. 
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III. CONTINUE THE SECTOR-BASED APPROACH THAT HAS BORNE FRUIT FOR THE 

MONTRÉAL METROPOLITAN AREA 
 
 

A. Industrial clusters and strategic sectors: leverage for the growth of our 
knowledge economy and our economic development 

The major urban centres are the economic engines of their province. In this sense, they offer 
conditions favourable to the emergence of certain industrial clusters, particularly the most 
innovative, and represent poles of attraction and retention of talent, investment and companies. 
Such a concentration of economic sectors and activity allows productivity gains, development of a 
knowledge economy and sustainable economic growth. 
 
The Montréal metropolitan area is good example of an urban centre that is the economic engine 
of its province. Beyond the fact that it represents nearly half of Québec's GDP, population and 
jobs, it generates major economic spinoffs for the province as a whole. It stands out for the 
presence of fifteen industrial clusters, seven of which are structured clusters,12 nine university 
institutions, major research centres, big city infrastructure (technological and physical) and the 
concentration of a wide range of suppliers and strongly performing companies. 
 
This geographical concentration of high value-added activities intensifies knowledge 
accumulation, knowledge transfer and innovation, as well as the improvement of workforce 
productivity in the sectors in question. In other words, this concentration of innovative and 
productive sectors creates agglomeration economies from which all of Québec benefits.  
 
Whether we are referring to the video game, aerospace, life sciences or information and 
communications technology industries, these are all sectors that have permitted the development 
of our knowledge economy and that have seen higher growth of their production than other 
industries, as well as higher added value. For example, the average annual growth rates of the 
information technology and aerospace industries between 2008 and 2013 were 6.9% and 5.4%13 
respectively, compared to 1.2% for all sectors combined. This is remarkable growth, especially in 
the context of the recent crisis and the difficult recovery. Indeed, according to an analysis by 
Montréal International, the seven industrial clusters account for 20% of metropolitan Montréal's 
total employment, representing nearly 400,000 quality jobs. This sectoral diversity, and especially 
the presence of productive and highly competitive industries, were conclusive in the metropolitan 
Montréal's resilience during the Great Recession. 
 
Many of these promising sectors have been supported by tax incentives and have generated 
major economic spinoffs. This government support has helped the Montréal metropolitan area 
meet the challenge of specializing in a few promising sectors and niches to give itself significant 
competitive advantages, and attract and retain innovative companies and activities linked to 
these sectors. Our sector-based strategy is the envy of several countries around the world and 
must be maintained. The resulting public return on this assistance for Québec as a whole alone 
justifies the Government's intervention.  
 
It is therefore important to support metropolitan Montréal's competitiveness by maintaining the 
activities most likely to create productivity gains and have a multiplier effect on other economic 
activities. 
 

                                            
12  This means managed by a secretariat responsible for each cluster's respective development. 
13  STATISTICS CANADA – ANALYSIS OF MONTRÉAL INTERNATIONAL. 
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Over the last year, however, the Montréal metropolitan area has begun to run out of steam. In 
addition to a low economic growth rate, the unemployment rate remains high. This is even truer 
for immigrant workers, whose unemployment rate is 12.2%,14 nearly twice as high as the rate for 
native-born Canadians. By way of comparison, in the Toronto CMA, the difference between the 
unemployment rate for native-born Canadians and immigrants is only one percentage point. 
The job market situation is an even greater cause of concern for the Montréal agglomeration. 
Employment has declined without interruption for the past eight months, and the unemployment 
rate reached 11.7% in August 2014.15 
 
The Gouvernement du Québec thus must be vigilant in its review of corporate taxation so as not 
to harm the economy of the Montréal metropolitan area, Québec's true economic engine. 
 

The Board of Trade emphasizes the importance of supporting metropolitan Montréal's most 
innovative and productive sectors. These high value-added sectors are essential to the 
improvement of our productivity, to ensure our competitiveness and the growth of our 
knowledge economy. 
 

B. Increasingly vigorous competition to attract and retain companies 
 

In a context of increased globalization and ever more vigorous competition, capital, labour, 
investments and companies have never been so mobile. Governments around the world must 
therefore compete with each other to stop the dislocation process and attract activities likely to 
generate productivity gains and thus stimulate economic growth. Moreover, two combined 
factors have the effect of strengthening the general attractiveness of major American cities in 
several economic sectors. First of all, we must take note of the new continental energy deal 
caused by operation of shale gas and oil deposits. Added to this is a downward adjustment of the 
unit labour costs observed in the United States. These two factors directly reduce two 
competitive advantages that Québec and its metropolis exploited to counter attempts at raiding 
from the south.  
 
Moreover, competition from the point of view of incentive is not new, and different jurisdictions 
constantly intervene to attract companies and retain those already present in their territory, 
whether in the form of direct or indirect assistance. Our neighbours to the south are no 
exception. They have significantly increased their business assistance measures during the last 
decade, regardless of the economic cycle.  
 
In this context, offering tax incentives to the most productive sectors likely to generate major 
spinoffs is only one way to support our companies on a "level playing field".16  
 
Of course, this does not mean supporting every sector of our economy, but rather targeting and 
granting appropriate support to high value-added sectors that are also the most vulnerable to 
international competition. For example, the video game and information technology industries 
stand out for their workforce's high mobility and stiff international competition. They are 
therefore very sensitive to the direct or indirect incentives offered by different jurisdictions. This 
explains why, in the Government of Ontario's last budget, tax assistance to video game 
companies increased, even in a context of precarious public finances.  
 

                                            
14  STATISTICS CANADA. 2013. 
15  VILLE DE MONTRÉAL. August  2014. Montréal en statistiques. 
16  GOUVERNEMENT DU QUÉBEC. 2008. Rapport du groupe de travail sur les aides fiscales aux régions ressources et à la 
nouvelle économie.  
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Thus, if we do not pursue support adapted and appropriate to our key sectors, this will affect 
their competitiveness directly in relation to competing jurisdictions and hinder the growth of our 
entire economy. 

 
The Board of Trade calls on the Government, in its review of the corporate tax system, to 
consider the context of international competition for the attraction and retention of companies. 
Thus, the sectoral tax assistance measures must be calibrated according to the offers of our 
foreign competitors. 
 
 
IV. THE BOARD OF TRADE'S RECOMMENDATIONS ON FINANCIAL ASSISTANCE TO 

BUSINESSES, A NECESSARY TOOL TO SUPPORT THE KNOWLEDGE ECONOMY 
AND THE GROWTH OF METROPOLITAN MONTRÉAL COMPANIES 
 

The Board of Trade subscribes to the principle of reviewing assistance to businesses, particularly 
tax assistance. The Gouvernement du Québec grants nearly $2.2 billion to businesses in the form 
of tax credits and tax holidays. This is a significant amount, especially in the current budgetary 
context. 
 
However, the essential role played by tax assistance to support innovation, investment and 
certain strategic sectors must not be neglected. Such measures contribute significantly to the rise 
of the knowledge economy and the growth of sustainable economic development. 
 
It is therefore appropriate to review all the tax assistance programs for businesses to ensure they 
achieve their objectives and allow the development of high value-added sectors that have 
leverage for the entire economy, strengthen its competitiveness and allow attraction retention of 
head offices. 
 
This does not mean artificially supporting sectors or companies that create low value-added jobs 
and that would disappear without this assistance. Such initiatives result in a waste of public 
funds.  
 
Also, the Government must ensure that the reform of tax assistance will not be a wasted effort, 
because if the withdrawal or reduction of a credit results in a loss of jobs, this could have a 
neutral effect on public finances. It is therefore important to measure the sensitivity of the 
withdrawal of a credit in relation to the possible loss of jobs, in which case the withdrawal of the 
credit could be counterbalanced by the loss of tax revenues from the lost jobs.  
 

The Board of Trade recommends an approach that targets high value-added sectors, which alone 
are capable of supporting quality job creation and strengthening our economy's competitiveness. 
 
 

A. The key principles of tax assistance to businesses, which must guide 
the Government's reform 

Corporate taxation that effectively supports our competitiveness, the growth of promising sectors 
and high value-added activities, and which is therefore likely to have major spinoffs, must be: 
 
Predictable 
Predictability is a key principle, whether for overall taxation or for the special case of tax 
assistance to businesses. Companies base their business models and strategic planning on a 
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multi-year horizon and consider the tax environment from the beginning of the process. Thus, 
any rapid change not announced in advance concerning tax assistance can delay the realization 
of companies' strategic investments or, if the investment has already been made, affect their 
profit margin and therefore their sustainability. 
 
As described above, changes to financial assistance to companies must be gradual and 
announced in advance to ensure the predictability of their business environment. In this 
perspective, transitional measures could be considered to facilitate adaptability. 
 
 
Clear and simple 
Financial assistance to business must be clear, easy to understand, flexible and simple to 
administer. It is therefore important to state the assistance measures and eligibility criteria clearly 
and facilitate the process for granting these measures. These are important factors to ensure 
these assistance measures achieve their objectives and thus support our companies effectively. 
 
It is also essential to oversee that control of eligibility by Investissement Québec and control of 
compliance by Revenu Québec are fluid, transparent, effective and simple. 
 
Targeted 
Business assistance tax measures must concentrate on high value-added initiatives, likely to 
generate productivity gains and inducing a multiplier effect and direct and indirect spinoffs that 
exceed the program's initial cost.  
 
The Government has already reduced all corporate tax credits by 20%. This cut has reduced the 
competitiveness of certain key sectors for metropolitan Montréal.  
 
It is therefore imperative to assess the economic costs of tax assistance measures properly 
before making other cuts. In other words, instead of proceeding with parametric cuts affecting all 
sectors and companies in metropolitan Montréal, the Government instead should maintain the 
most profitable and strategic initiatives and abandon those that do not meet these conditions. 
This is important to avoid dispersion of assistance or causing undue competition between regions 
simply to obtain government assistance. 
 
 
Adapted 
Assistance to businesses must be adapted both to the competitive context and to our sectors' 
needs. It must also be calibrated to the direct or indirect incentives offered by other North 
American jurisdictions. Currently, several countries are increasing financial assistance, and it 
would be unfortunate for Québec to run against the trend, without being drawn into a limitless 
bidding war. 
 
 
Moreover, the type of assistance granted, whether direct or indirect, based on payroll or on 
equipment purchases, among other criteria, should vary according to the reality and the needs of 
the sectors in question. For example, labour is not only the principal asset in the video game 
industry, but is very mobile. In this context, a salary tax credit becomes relevant. However, this 
is not the case for high value-added manufacturing industries, which have a greater need for 
state-of-the-art equipment. 
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Effective 
To be effective, the assistance measures must be accompanied by clear objectives and 
measurable results, so as to facilitate the evaluation process and ensure there is no waste of 
public funds. In this perspective, assistance could be granted based on the performance results. 
 
A good alignment and coherence must also be ensured among the different business assistance 
measures, at both the provincial and federal levels, and thus avoid any duplication. 
 
 
Evaluated periodically 
To the extent these assistance programs seek to achieve measurable objectives, they must be 
evaluated periodically to target the most effective and less effective measures. A cost-benefit 
analysis must be instituted to bring out the cost of the measure relative to the spinoffs for the 
Québec economy. The evaluation process must be neutral and credible and thus allow effective 
accountability and transparency for all taxpayers. 
 
Of course, these evaluations must not be too frequent and must be announced as soon as the 
assistance is granted so they do not interfere with predictability for companies. In a similar vein, 
the duration of the assistance must be evaluated according to the needs of the sector in question 
and the results of the evaluations. Thus, some sectors would necessitate temporary assistance 
and others would require longer-term assistance. 
 
 
 

B. Maintain tax assistance measures that have proved their value 

Several tax credits play an important and strategic role for the development of the most 
innovative and most productive sectors, essential to our knowledge economy: 
 
 
Tax Credit for the Production of Multimedia Titles 
This credit represents $135 million in refundable tax credits, or 7% of the total tax credits 
granted. It is particularly due to this tax support that the video game industry has grown so 
considerably in metropolitan Montréal, allowing Québec to become the world's third leading video 
game hub. The 20% cut to the tax credit has reduced the competitive position of companies in 
this sector, particularly relative to Ontario. The Government should consult the companies in this 
sector to evaluate the adjustments necessary to keep them competitive. 
 
 
It is important to maintain tax support to this sector for the following reasons: 

o It has generated spectacular job growth: the number of jobs rose from 1,200 in 
2002 to approximately 9,000 in 201217 (a 650% growth rate) in Québec; 

o It has allowed the creation of high value-added jobs: the average annual salary 
ranged between $62,000 and $72,50018 in Québec; 

o Competition is very lively: our neighbours, British Columbia, but especially 
Ontario, are redoubling their efforts to attract companies from this sector; 

o The workforce is very mobile and highly skilled; 
o Several key companies play a crucial role in the sector's ecosystem, such as 

Ubisoft, Warner Bros., etc. 
 

                                            
17 ÉTUDES ÉCONOMIQUES DESJARDINS. November 2013. Entre le réel et le virtuel : l’industrie du jeu vidéo du Québec.  
18 Idem.  
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Tax Credit for the Development of E-Business (TCEB) 
This credit represents $293 million in refundable tax credits, or 15% of the total tax credits 
granted. This tax credit has been conclusive in supporting the information and communications 
technology (ICT) industry. The recent cut to the tax credit has weakened this sector's competitive 
position relative to certain jurisdictions, particularly in the BRIC countries. The Government 
should consult this sector's key players to ensure the tax credit allows them to stay competitive. 
 
It is important to maintain tax support to this sector for the following reasons: 

o It has generated strong job growth: since 2008, employment in the sector has 
increased by nearly 20%19 (compared to 4% in Ontario and in British Columbia); 

o This is an innovative sector, contributing productivity gains to many other 
economic sectors; 

o Competition in the sector is very lively; 
o The jobs created are high value-added: the average salary for a software 

engineer is nearly $75,000, compared to $41,40020 for Québec as a whole. 
 

 
Tax Credit for Film Production Services  
This credit represents $55 million in refundable tax credits, or 3% of the total tax credits granted. 
This credit has been conclusive for the development of the visual effects sector. 
 
It is important to continue tax support to this sector for the following reasons: 

o It has allowed the growth of the visual effects sector in metropolitan Montréal; 
o It generates approximately 2,000 jobs,21 and the workforce shows significant 

mobility; 
o This is an innovative sector that is driving the development of specialized 

programs in our college and university institutions; 
o It faces very lively international competition: in particular, last September, 

California improved its credits to compete directly with Canada; 
o The companies are mobile; 
o Key companies play a crucial role in attracting other players, such as Framestore, 

Cinesite, MPC, etc. 
 
 
Tax credits to support the financial industry 
The financial industry essentially benefits from two tax credits: the tax credit for an operator of 
an international financial centre and the tax credit for new financial services corporations. The 
direct and indirect spinoffs are estimated at $100 million. The tax cost is estimated at between 
$13 million and $14 million in 2014, and the net cost at between $4 million and $6 million. 
 
It is important to continue tax support to this sector for the following reasons: 
 

o It generates major spinoffs, representing over 150,000 jobs, including 100,000 in 
metropolitan Montréal,22 most of them high value-added; 

                                            
19 MONTRÉAL INTERNATIONAL.  
20 STATISTICS CANADA. Analysis of Montréal International.  
21 Emploi Québec Analyse de Montréal International.  
22  FINANCE MONTRÉAL. 
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o This is a fast-growing sector: between 2003 and 2013, the finance sector's GDP 
increased annually by 2.4%, compared to 1.5% for all industries combined.22 In 
addition, 18,000 jobs were created during the same period; 

o The financial industry is also a major buyer of goods and services from other 
strategic industries. For example, the financial industry is a large consumer of 
information technology. Over 8% of its business volume goes to consumption of 
technology. By way of comparison, the other industries spend a little over 1%;22 

o The jobs that benefit from support for tax credits are those related to 
international transactions. They account for 1,000 jobs, 69% of which come from 
international financial centres headquartered outside of Québec, and of which 
600 direct jobs were not bound for Montréal.22 The direct and indirect spinoffs 
are estimated at $100 million;22 

o Competition is lively to attract and retain corporations specializing in international 
financial transactions; 

o The ecosystem is structured and established to maximize the spinoffs and ensure 
the industry's development: creation of Finance Montréal in 2010. 
 

Tax credits to support the cultural industry (including those for Québec film or 
television production and production of shows) 
Apart from the Tax Credit for Québec Film Production Services, two other credits remain essential 
to promote cultural industries:  the tax credits for Québec film or television production and for 
production of shows. These credits represent nearly $138 million in refundable tax credits, or 
nearly 7% of the total tax credits granted. These tax credits are crucial for the development of 
the cultural sector in the Montréal metropolitan area. 
 
It is important to maintain tax support to this sector for the following reasons: 

o This is a high-growth sector in metropolitan Montréal: average job growth of 
4.8% per year in ten years;23 

o It generates annual economic spinoffs (direct and indirect) of nearly $12 billion; 
o Its direct contribution to the economy is $7.8 billion, or approximately 6% of 

metropolitan Montréal's GDP; 
o it is a pillar for the development of the creative industries, which are at the heart 

of metropolitan Montréal's identity; 
o It needs government support to ensure its survival,24 due to the presence of 

major economies of scale and the relatively small size of the Québec market. 

 
 
In its review of tax assistance to businesses, the Government must maintain, and even optimize, 
its support to these strategic sectors. Of course, according to the principles stated above, these 
measures must be evaluated periodically to ensure they achieve the objectives sought. 
 
 
The Board of Trade therefore recommends that the Government concentrate its support on a few 
strategic sectors, based on the following criteria: 
 
- Creation of high value-added activities; 

- Strong sensitivity to international competition (and the presence of high mobility of production 
factors); 
                                            
23 Board of Trade of Metropolitan Montreal. 2009. Culture in Montréal: Economic Impacts and Private Funding  
24 PIERRE FORTIN. March 2009. Article published in L’Actualité.  
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- Creation of innovation and its commercialization;  

- Creation of productivity gains; 

- Strengthening of international competitiveness. 
 
 

C. Review the tax assistance measures that have not achieved the expected 
results 

 
Some of the tax credits deployed have not proved their performance in supporting the economic 
growth of Québec and its metropolis, in particular: 

 
The Tax Credit for Investment in Manufacturing and Processing Equipment 
This credit represents $142 million in refundable tax credits, or nearly 7% of the total tax credits 
granted. 
 
It is important to reconsider this tax credit. While increased investment is essential to improve 
our society's productivity, it nonetheless remains true that a more competitive business 
environment and the presence of more innovations will give our companies the most incentive to 
invest.25 
 
 
Therefore, there must be greater reliance on the following factors: 

o Lower corporate tax rates; 
o A stable and predictable tax framework; 
o Innovation; 
o Good public infrastructure; 
o Reduction of the administrative burden on businesses, especially SMEs; 
o Good governance; 
o Greater openness to external markets; 
o Acceleration of investment in human capital. 

 
 
Tax Credit related to resource regions 
Several tax credits include regional criteria and do not target the creation of high added value 
activities, productivity gains and the achieving of public high returns.  
 
This tax credit must be reconsidered, because the regionalization of assistance to businesses is 
contrary to the principle of performance, the search for productivity gains and high value-added 
activities likely to generate high public returns. Quite the contrary, this type of support to 
businesses leads to competition among the regions to obtain tax assistance,26 and therefore may 
create distortions and dislocations of companies and jobs within Québec solely to benefit from 
assistance. 
 
 

                                            
25 RAPPORT DU GROUPE DE TRAVAIL SUR L’INVESTISSEMENT DES ENTREPRISES. 2008. L’investissement au Québec : 
On est pour.  
26  GOUVERNEMENT DU QUÉBEC. 2008. Rapport du groupe de travail sur les aides fiscales aux régions ressources et à la 
nouvelle économie. 
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D. Provide effective support to innovation and its commercialization 

  
Innovation is at the core of our knowledge economy and is a crucial factor to improve our 
companies' competitiveness. A consensus has been established among the experts regarding the 
relevance of supporting innovation. On the one hand, it has positive effects on the rest of the 
economy and generates a high public return, and on the other hand, it is costly and risky and 
probably would have not have occurred without public support. This is why all governments 
award research and development (R&D) grants and tax credits to companies. 
 
This having been said, the Government's program to support R&D, in addition to being the most 
costly of the tax assistance programs (nearly $800 million), seems to have mixed results. There is 
little commercialization of innovations, as evidenced by the low patent filing rate in Québec and 
companies' persistent low productivity.27 
 
Without thereby calling into question the importance of supporting R&D, the Board of Trade 
recommends that the Government reform its tax support for R&D so that it translates more into 
innovation in business and its commercialization. 
 
 
 
More specifically, it must: 
 
Further target the most promising sectors and niches of excellence 
The fact the current R&D credit allows all companies to benefit from it, without considering the 
industry28 to which they belong, or the types of activities they create – whether high or low 
value-added – leads to dispersion, and therefore to a waste of public funds. Québec cannot excel 
in every research field, and its economic base cannot be maintained on the cutting edge in every 
sector. It is important to target innovation-intensive sectors, where Québec and the Montréal 
metropolitan area hold an undeniable competitive advantage, such as aerospace, life sciences 
and information and communications technologies. The Government could even target poles of 
excellence within these performance sectors.  
 
In the same spirit, the type of assistance granted must vary according to the needs of the 
companies in question. Some have more need for equipment than for human capital in order to 
innovate; in this specific case, the tax assistance should focus on equipment, and not only on 
salaries. 
 
By betting on highly completive, innovative and high value-added sectors, the Government could 
improve the effectiveness of the R&D tax credit and ensure it obtains higher public returns. To 
limit dispersion of its funds, the Government could also establish a minimum threshold for R&D 
support. 

 
Provide more support to commercialization of our innovations 
It is essential for our R&D efforts to translate more into commercializable products. In this 
perspective, the Board of Trade calls on the Government to provide more support to local and 
international commercialization activities and encourage joint public and private financing of 
research partnerships in order to facilitate integration of new innovations by businesses. The 

                                            
27 CENTRE DE LA PRODUCTIVITÉ ET DE LA PROSPÉRITÉ DU QUÉBEC. 2014. Mieux outiller le secteur manufacturier : 
entre politiques et adéquation des besoins. 
28 CENTRE DE LA PRODUCTIVITÉ ET DE LA PROSPÉRITÉ DU QUÉBEC. 2014. Mieux outiller le secteur manufacturier : 
entre politiques et adéquation des besoins.  
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Government must also provide the companies benefiting from such tax credits with simple and 
effective support in the process of obtaining patents, particularly to support SMEs better in their 
innovation efforts. 
 
Encourage venture capital 
The venture capital industry is fundamental to the development of our economy. By supplying 
resources to the most promising and flourishing of growing small businesses, it strengthens 
innovation and the creation of quality jobs. In fact, it is essential to maintain the investment fund 
tax credits (Fonds de solidarité FTQ and Fondaction CSN). They have clearly demonstrated their 
usefulness in strengthening innovation within our SMEs and startups: over $2.3 billion has been 
invested directly by these funds in companies in the Montréal metropolitan area and contributing 
to the creation or maintenance of over 35,000 jobs.  
 
Bet on the development of talent 
The development of human capital is essential, not only to increase our R&D efforts, but to 
facilitate integration of new processes and technologies in companies, particularly SMEs. The 
Board of Trade therefore calls on the Government to maintain its support for continuing 
education, strengthen the university role in innovation, and better align academic research with 
business needs. 
 
Improve the simplicity and efficiency of support for R&D 
As described regarding tax assistance to businesses, the support measures must be simple and 
easy for them to understand and integrate. The eligibility criteria and the granting process must 
also be quick and efficient. Furthermore, these assistance measures must be accompanied by 
measurable objectives, and therefore undergo periodic evaluations.  
 
Always in the perspective of improving the effectiveness of government support, the Board of 
Trade calls for a better alignment between provincial and federal government support for R&D. 
 
 
 
Conclusion 
Metropolitan Montréal's economic growth requires a business environment conducive to the 
development of robust, agile and competitive companies in a globalizing world. The tax system is 
one of the foundations of this environment. Our overall taxation must be competitive, and it must 
include effective and well targeted tax incentives, particularly for our promising sectors that are 
likely to be raided by competing jurisdictions. 
 
The Government must reform its taxation so that it provides more support to economic growth 
by encouraging work, investment and productivity. It must also maintain tax support for the 
sectors that have proved their effectiveness and generated high public returns. This is also an 
opportunity to adopt sound management practices for an efficient and strongly performing 
system, while complying with the essential guidelines in tax assistance to businesses.  
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SYNTHESIS OF THE RECOMMENDATIONS OF THE BOARD OF TRADE OF 
METROPOLITAN MONTREAL TO THE QUÉBEC TAXATION REVIEW COMMITTEE 
 
Recommendation 1: 
A competitive and effective Québec tax system must respect the following principles: 

 Predictability  
 Simplicity 
 Competitiveness 
 Fairness 

 
Recommendation 2: 
The Board of Trade fully supports the Government's decision to achieve a balanced budget within 
the prescribed deadlines. This obliges us as a society to make difficult but necessary decisions to 
balance the budget in the short term. However, the tax review exercise must go far beyond the 
declared intention of identifying $650 million in savings. It must also seek to improve the 
competitiveness of taxation so as to ensure sound public finances in the longer term and a 
prosperous economy. 
 
Recommendation 3: 
The Board of Trade calls on the Government, during the review of the Québec tax system, to pay 
special attention to attracting and retaining talent. The issue of the availability of human capital 
and its suitability for companies' needs will play a preponderant role in ensuring the prosperity of 
Québec and its metropolis. 
 
Recommendation 4: 
The Board of Trade calls on the Government to ensure that taxation seeks to stimulate the 
productivity of our companies and our economy. For this purpose, the high-tech and most 
innovative sectors must be given more encouragement. This is absolutely essential to improve 
our standard of living and our companies' local and international competitiveness. 
 
Recommendation 5: 
The Board of Trade calls on the Government to make more use of fiscal tools that have the least 
negative impacts on economic growth and to encourage wealth creation more. 
 
Recommendation 6: 
The Board of Trade calls on the Government to rely more on user fees for better financing of 
public services, a tool less harmful to economic growth than personal and corporate income 
taxes. 
 
Recommendation 7: 
The Board of Trade calls on the Government to reduce personal income taxes and payroll taxes 
gradually to bring them closer to the Canadian average and prefer an increase in the 
consumption tax and public user fees. 
 
Recommendation 8: 
Once the budget is balanced, the Government must reduce the tax burden on businesses. As 
several experts have shown, the Québec tax burden rate is higher than the OECD average. To 
make the business environment more competitive, it is therefore necessary to reduce the tax 
burden, particularly for businesses. 
 
Recommendation 9: 
The Board of Trade emphasizes the importance of supporting metropolitan Montréal's most 
innovative and productive sectors. These high value-added sectors are essential to the 
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improvement of our productivity, to ensure our competitiveness and the growth of our 
knowledge economy. 
 
Recommendation 10: 
The Board of Trade calls on the Government, in its review of the corporate tax system, to 
consider the context of international competition for the attraction and retention of companies. 
Thus, the sectoral tax assistance measures must be calibrated according to the offers of our 
foreign competitors. 
 
Recommendation 11: 
The Board of Trade recommends an approach that targets high value-added sectors, which alone 
are capable of supporting quality job creation and strengthening our economy's competitiveness. 
 
Recommendation 12: 
Corporate taxation that effectively supports our competitiveness, the growth of promising sectors 
and high value-added activities, and which is therefore likely to have major spinoffs, must be: 

 Predictable 
 Clear and simple 
 Targeted 
 Adapted 
 Effective 
 Evaluated periodically 

 
Recommendation 13:  
The Board of Trade recommends that the Government concentrate its support on a few strategic 
sectors, based on the following criteria: 
 

 Creation of high value-added activities; 
 Strong sensitivity to international competition (and the presence of high mobility of 

production factors); 
 Creation of innovation and its commercialization;  
 Creation of productivity gains; 
 Strengthening of international competitiveness. 

 
Recommendation 14: 
Several tax credits play an important and strategic role for the development of the most 
innovative and most productive sectors, essential to our knowledge economy: The following 
should be maintained: 
 

 Tax Credit for the Production of Multimedia Titles 
 Tax Credit for the Development of E-Business (TCEB) 
 Tax Credit for Film Production Services 
 Tax credits to support the financial industry 
 Tax credits to support the cultural industry (including those for Québec film or television 

production and production of shows) 
 
Recommendation 15: 
Some of the tax credits deployed have not proved their performance in supporting the economic 
growth of Québec and its metropolis, and should be reconsidered: 

 The Tax Credit for Investment in Manufacturing and Processing Equipment 
 Tax Credit related to Resource regions 
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Recommendation 16: 
The Board of Trade recommends that the Government reform its tax support for R&D so that it 
translates more into innovation in business and its commercialization. The government should: 

 Further target the most promising sectors and niches of excellence 
 Provide more support to commercialization of our innovations 
 Encourage venture capital 
 Bet on the development of talent 
 Improve the simplicity and efficiency of support for R&D 

 

 


