MODELING CHANGES TO THE GST AND ITS CREDIT USING THE SPSD/M

ABSTRACT: This paper will examine the amount of GST paid by families since 1992.  The Social Policy Simulation Database and Model (SPSD/M), a Canadian static microsimulation model is used to look at these impacts.  The GST was first introduced in 1991 at a rate of 7%.  The rate was lowered in July 2006 to 6%.  Prior to the cut, the GST paid by families grew faster than inflation, total federal taxes, and disposable income.  The GST refundable credit was introduced at the same time in order to mitigate the regressive impacts of the tax.  The value of the credit was eroded in the 1990s as the credit was not indexed to inflation until the year 2000.  The 2007 cut in the GST rate meant that the average amount of GST paid by families, net of the credit, was reduced to 1999 levels.  When examined by income group, the reduction of the rate meant that families who made less than $35,000 paid similar amounts of GST in 2007, net of the credit, as they did in 1992 while families who made more than $35,000 paid more GST in 2007 than they did in 1992. 
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