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Abstract

The Federal Expert Panel will examine the allocation of Equalization
payments under the Representative Tax System and alternative approaches to
measuring fiscal capacity based on macroeconomic indicators and provincial
fiscal needs. This paper analyzes the redistributive properties of the current and
alternative systems of fiscal Equalization in Canada. How effective are these
programs in providing systematic redistribution of tax revenues from the federal
government to the provinces? Empirically, the effectiveness of redistribution is
tested using the German model developed by Von Hagen and Hepp. Equalization
payments under a macroeconomic approach are calculated using the variation of
Courchene s macro formula. Equalization payments under the fiscal need approach

are calculated using the variation of the formula introduced by Commonwealth
Grants Commission in Australia.
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