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Topic:

Business taxation and regulatory issues

*Recommendation 1:

Please provide a short summary of your recommendation.

Drucker coined the term “Knowledge Worker” in his book “The Landmarks of Tomorrow,” and
envisioned these workers as the main cog in newly forming and ever-evolving information-based
industries. Their compliment in the work force is the service provider or manual labourer.
Common law applies the Contract Of versus Contract FOR services test in an effort to
differentiate between employee and contractor with each instance being unique and requiring
time to decide.
The government needs to adopt a definitive means, possibly a dollar thresh-hold per hour to
differentiate between the two labour group

Expected cost or savings: From the pull-down menus, please indicate the expected cost or savings of your
recommendation to the federal government and the period of time to which the expected cost or savings is
related.

$100 million -$499.9 million

1 year

Federal funding: Please provide a precise indication of how the federal government could fund your
recommendation. For example, indicate what federal spending should be reallocated, what federal tax
measure(s) should be introduced, eliminated or changed, etc.

No Federal funding required other than that for the salaries of staffer to engage in a review,
discussion and change.
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Intended beneficiaries: Please indicate the groups of individuals, the sector(s) and/or the regions that would
benefit by implementation of your recommendation.
All individuals working under contract benefit.
Those working at rates below the stipulated dollar threshold would be considered to be employees with access to the
protection of ESA and the social policy legislation such as CPP, EI, WSIB, with neither dispute nor delay in receiving
benefits.
Those above would default to Knowledge Worker status with the option of entering into contracts which would define
their engagement terms and conditions while pursuing an entrepreneurial career with the benefits of small business
tax rates.

General impacts: Depending on the nature of your recommendation, please indicate how the standard of living
of Canadians would be improved, jobs would be created, people would be trained, etc.
1. Eliminate complexities and protracted (costly) legal matters relating to contractor versus employee assessments.
2. Position the government for success with increased tax revenues in anticipation of the prediction that 50% of all labour
in North America will be engaged under contract as opposed to thru employment within 10 years.
3. Motivate Canadian corporations to source skills on-shore thereby retaining jobs.
4. Development of a contractor work force with in-depth skills and expertise.
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Business taxation and regulatory issues

Recommendation 2: Please provide a short summary of your recommendation.
PSB legislation objectives included: having income taxable in the year earned, increasing tax revenue and
ensuring tax rate fairness.
A survey of 500 contractors shows 90%+ took 100% of net earnings as salary in the year earned. Since similar
tax rates apply regardless of the manner in which income is taken out of a corp, greater taxable income means
greater tax revenue, which means that Contractors (i.e. PSBs) already pay more taxes than FTEs.
The government should communicate with representatives of the staffing sector so that they might understand
the sector that they are attacking.

Expected cost or savings: From the pull-down menus, please indicate the expected cost or savings of your
recommendation to the federal government and the period of time to which the expected cost or savings is
related.

$100 million -$499.9 million

1 year
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Federal funding: Please provide a precise indication of how the federal government could fund your
recommendation. For example, indicate what federal spending should be reallocated, what federal tax
measure(s) should be introduced, eliminated or changed, etc.

No Federal funding required other than that for the salaries of staffer to engage in a review,
discussion and change.

Intended beneficiaries: Please indicate the groups of individuals, the sector(s) and/or the regions that would
benefit by implementation of your recommendation.

Every sociologist from Drucker on is predicting a trend in which increasing percentages of labour will
be engaged under contract as opposed to through Full Time Employment.
The government can educate itself so that Canada can benefit from this global trend, by both
increasing tax revenues as well as attracting Knowledge Workers to Canada.
Avoid a reduction of taxable income if individuals cease to provide services as Independent
Contractors or jobs go of shore for reasons of cost or skill availability.

General impacts: Depending on the nature of your recommendation, please indicate how the standard of living
of Canadians would be improved, jobs would be created, people would be trained, etc.
Canadian individuals who would pursue an entrepreneurial career where they seek security and enhanced
income through a career as a contractor in which they assume responsibility for their skill development and
work continuity in preference to a reliance on a corporate / government employer.
The government - who would receive increased tax revenues both through tax on income as well as sales
tax revenues.
Canadian corporations who would benefit from the market optimizing the allocation of scarce resources
within it at competitive rates.
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Business taxation and regulatory issues

Recommendation 3: Please provide a short summary of your recommendation.
The government’s anti small business legislation in the form of the PSB initiative has the potential to
negatively impact Canada’s economy including its ability to respond to low cost off shore labour.
1. Suspend CRA’s enforcement of the PSB legislation (Do no harm in the short term).
2. Identify the Small Services Business Industry as an area of importance for the economy.
3. Review Canada’s tax and labour policy with a goal of encouraging these small business entrepreneurs and
supporting Canada’s platform to become a premier global centre for knowledge driven services work.
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Expected cost or savings: From the pull-down menus, please indicate the expected cost or savings of your
recommendation to the federal government and the period of time to which the expected cost or savings is
related.

$100 million -$499.9 million

1 year

Federal funding: Please provide a precise indication of how the federal government could fund your
recommendation. For example, indicate what federal spending should be reallocated, what federal tax
measure(s) should be introduced, eliminated or changed, etc.

No Federal funding required other than that for the salaries of staffer to engage in a review,
discussion and change

Intended beneficiaries: Please indicate the groups of individuals, the sector(s) and/or the regions that would
benefit by implementation of your recommendation.
Research suggests that the majority of new immigrants and college graduates secure their first work experiences through
contract engagements.
Individuals benefit because they develop skills in depth which ensure their employability and work security.
Companies benefit through reduced labour costs by converting labour from a fixed cost to a variable cost so that they can
compete globally.
The government benefits through increased tax revenue, Knowledge workers are Canada’s newest and possibly greatest
renewable natural resource.

General impacts: Depending on the nature of your recommendation, please indicate how the standard of living
of Canadians would be improved, jobs would be created, people would be trained, etc.
Each Knowledge Worker generates 5 service jobs.
Currently individuals providing Knowledge Worker services to clients through their own corporation find
themselves under threat of assessment. This threat is dissuading individuals from pursuing career opportunities
under contract, motivating corporations to consider off shore labour as an alternative.
Drucker’s predictions have come true and the government must reconsider its approach to labour engagement
within the economy to benefit from increased tax revenues and support a growth industry to the betterment of all
Canadians.
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Please use this page if you wish to provide more explanation about your recommendation(s).
Canada is ideally positioned to become a global centre for knowledge based workers, rivalling India,
Eastern Europe and Indonesia as a destination, not for low cost services but for high quality services.
We have an existing business model which enables corporations to transition labour from a fixed cost to a
variable cost using the philosophy of the right bum in the right seat, at the right rate, when needed, as
needed.
We have a sophisticated tax legislation which through the Theory of Integration ensures fairness and
equality of taxation.
We have the CRA with more than 85% of all tax filings being done electronically to minimize / eliminate
tax avoidance.
We enjoy a high quality of life, advanced educational facilities and the rule of law which provides an
attractive alternative to countries elsewhere.
We have social policies which welcome people from around the world to citizenship in our country
regardless of race, ethnicity, language, etc.
We are located adjacent to the largest market it the world for the services which we would be offering and
in which there is currently a shortage of Knowledge Workers numbered in the millions.
We recognize the potential for abuse of individuals who provide services in the manual labour / services
sector and support social responsibility which would safeguard their interests and ensure that they
continue to benefit from Canada’s social policies and programs.
The world of the Knowledge Worker that Drucker predicted in the new millennium is here, with sociologist
around the world making the same or similar pronouncements with predictions that 50% of all labour
engagement will be under contract within 10 years.
We exist in a changing workplace with work at home, device portability, increasingly specialized skills and
services becoming the norm. Tax legislation developed in the last century with precedence formed
before the Internet and social media even existed fail to reflect the realities of the new millennium.
Our recommendations encourage reconsideration of current initiatives and dialogue on the realities of the
emerging market.
Our goals include enhanced protection for all individuals who would work under contract without
restriction to those Canadians who perceive opportunity in a career in contracting where they can bring
their innovative and entrepreneurial spirits, along with responsibility for work continuity and financial well
being in preference to the abdication of same to an employer.

*Please note that at least one recommendation must be provided
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