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Key Findings

The ongoing cost-of-living crisis has highlighted the deficiencies in Canada’s social
safety net. Provincial social assistance programs, which are supposed to provide a
minimum level of income to buy food and other essential needs, fall short.

Low-income households, which spend a larger proportion of their income on basic
needs, are most affected by food and shelter inflation. Single parents and working-age
unattached adults are more likely to be low-income than other family types.

Atthe same time, the rate of food insecurity is rising. In 2022, 18 per cent of Canadians
experienced food insecurity, up from 16 per cent a year earlier and 17 per cent in
2019. Households most vulnerable to food insecurity are the same as those that are
more likely to be low income, including single mothers.

There is an urgent need to increase income supports to low-income households. This
report outlines the various cash-transfer mechanisms that the federal government
could use. It focuses on reforms to already existing cash-transfer programs delivered
through the Canada Revenue Agency, including the Goods and Services Tax/Harmon-
ized Sales Tax (GST/HST) credit, the Canada Child Benefit and the Canada Workers
Benefit, because these reforms could be implemented more quickly than designing
an entirely new benefit.

To determine which of the potential cash-transfer scenarios the government should
implement, the report sets out the following evaluative criteria:

B Does the benefit reach those who need it most, notably working-age un-
attached adults, single parents and those with the lowest income?

B Does the benefit reduce barriers to access for marginalized and vulnerable
groups?

B s the benefit adequate and does it allow recipients to purchase basic needs?

B s the cost of the benefit reasonable and feasible?

Based on these criteria and analyses of the various options, the report recom-
mends that the federal government expand the existing GST/HST credit for fam-
ilies with working-age adults and their children. The existing GST/HST credit has
several advantages: it reaches all family types including working-age, unattached
single adults and single-parent families, and is well targeted to low-income
households. However, the existing credit provides modest support: in the 2023-
24 benefit year, it provided a base benefit of $325 a year per adult and $171 a
year per child. Although the existing GST/HST credit is indexed to inflation, it is
pegged to the overall Consumer Price Index, which has risen at a slower rate than
food and shelter prices.
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The report recommends the federal government adopt one of two options: a GST/
HST credit of either $100 a month per working-age adult spread relatively evenly
among low- and middle-income households or $150 a month targeted to those in
deep poverty. Both scenarios would improve access to basic needs for low-income
households at a comparatively moderate cost. It does not extend the top-up to people
65 years old and older because they are less likely to be low-income or to experience
food insecurity, and they already receive income supports through the Old Age Sec-
urity benefit and the Guaranteed Income Supplement.

Cost and beneficiaries of GST/HST credit reform scenarios

Option 1 Option 2

$100/month $150/month
Additional cost to government +$10.0 billion +$11.2 billion
Number of households 10.0 million 9.7 million

In addition, it recommends that the expanded GST/HST credit be distributed monthly
rather than quarterly, as is currently the case. This would spread the payments even-
ly throughout the year and give recipients more stability to pay monthly bills. It also
recommends that the federal government implement the automatic tax filing pilot
program announced in the 2023 budget to help Canadians who currently do not file
their taxes receive the benefits to which they are entitled.

Based on the findings in this study, the Affordability Action Council, a non-partisan col-
laboration of diverse policy experts and community leaders from across the country,
recommended in a report released in December 2023 that the federal government
restructure and expand the existing GST/HST credit and rename it the Groceries and
Essentials Benefit. The proposed benefit would build on the one-time Grocery Rebate
implemented in 2023 and would target lower-income households with working-age
adults. The option selected by the Council would provide $150 a month per adult and
$50 per child to the lowest-income households. All households that currently receive
the GST/HST rebate would receive more money under the Council’s proposal, but the
lowest-income households would see the largest increase.
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Faits saillants

La crise actuelle du colt de la vie a mis en évidence les lacunes du filet de sécurité so-
ciale du Canada. Les programmes provinciaux d'aide sociale, qui sont censés fournir
un revenu minimum pour acheter de la nourriture et satisfaire d'autres besoins essen-
tiels, ne sont pas a la hauteur.

Les ménages a faibles revenus, qui consacrent une part plus importante de leurs reve-
nus aux besoins de base, sont les plus touchés par l'inflation des prix de I'alimentation
et du logement. Les parents vivant seuls et les adultes seuls en dge de travailler sont
plus susceptibles d'avoir un faible revenu que les autres types de ménage.

Parallelement, le taux d'insécurité alimentaire augmente. En 2022, 18 % des Cana-
diens ont connu l'insécurité alimentaire, contre 16 % un an plus tét et 17 % en 2019.
Les ménages quiy sont les plus vulnérables sont les mémes que ceux qui sont les plus
susceptibles d‘avoir un faible revenu, notamment les méres célibataires.

Il est urgent d'augmenter les aides au revenu des ménages a faible revenu. Ce rap-
port présente les différents mécanismes de programmes de transfert monétaires que
le gouvernement fédéral pourrait utiliser. Il met I'accent sur les réformes des pro-
grammes de transfert de fonds déja existants, mis en ceuvre par I'Agence du revenu
du Canada, notamment le crédit pour la taxe sur les produits et services/taxe de vente
harmonisée (TPS/TVH), l'allocation canadienne pour enfants et l'allocation canadienne
pour les travailleurs, parce que ces réformes pourraient étre mises en ceuvre plus rapi-
dement que la conception d'une prestation entierement nouvelle.

Pour déterminer lequel des scénarios potentiels de transfert de fonds le gouverne-
ment devrait mettre en ceuvre, le rapport définit les critéres d'évaluation suivants :

B La prestation atteint-elle les personnes qui en ont le plus besoin, notamment
les adultes seuls en dge de travailler, les parents seuls et les personnes ayant
les revenus les plus faibles ?

B La prestation réduit-elle les obstacles a l'accés pour les populations marginali-
sées et vulnérables ?

B La prestation est-elle suffisante et permet-elle aux bénéficiaires d'acheter des
produits de premiére nécessité ?

B Le coltde la prestation est-il raisonnable et réaliste ?

Sur la base de ces critéres et de |'analyse des différentes options, ce rapport recommande
au gouvernement fédéral d'étendre le crédit existant pour la TPS/TVH aux familles compo-
sées d'adultes en dge de travailler et de leurs enfants. Ce crédit présente plusieurs avan-
tages : il touche tous les types de familles, y compris les adultes seuls en dge de travailler
et les familles monoparentales, et il cible bien les ménages a faible revenu. Cependant, le
crédit existant fournit un soutien modeste : pour I'année de prestation 2023-2024, il a fourni
une prestation de base de 325 $ par an par adulte et de 171 $ par an par enfant. Bien que
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le crédit existant pour la TPS/TVH soit indexé sur l'inflation, il est lié a I'indice général des prix
a la consommation, qui a augmenté moins vite que les prix des aliments et du logement.

Ce rapport recommande au gouvernement fédéral d'adopter I'une des deux options sui-
vantes : un crédit de TPS/TVH de 100 $ par mois et par adulte en 4ge de travailler, réparti
de maniére relativement égale entre les ménages a revenus faibles et moyens, ou un crédit
de 150 $ par mois destiné aux personnes en situation de grande pauvreté. Les deux scé-
narios amélioreraient l'accés aux besoins de base des ménages a faible revenu a un coGt
relativement modéré. Ce complément ne s'étendrait pas aux personnes dgées de 65 ans et
plus parce qu'elles sont moins susceptibles d'étre a faible revenu ou de connaitre I'insécuri-
té alimentaire, et qu'elles bénéficient déja d'un soutien au revenu par le biais de la pension
de la Sécurité de la vieillesse et du Supplément de revenu garanti.

Colits et avantages d'une réforme potentielle du crédit pour la TPS/TVH

Option 1 Option 2

100 $/mois 150 $/mois
Colts supplémentaires pour le gouvernement +10 G$ +11,2G$
Nombre de ménages 10 millions 9,7 millions

En outre, nous recommandons que le crédit élargi pour la TPS/TVH soit distribué men-
suellement plutét que trimestriellement, comme c'est le cas actuellement. Cela per-
mettrait de répartir les paiements de maniére égale tout au long de lI'année et d'offrir
aux bénéficiaires une plus grande stabilité pour payer leurs factures mensuelles. Nous
recommandons également au gouvernement fédéral d'implanter le projet pilote de la
production automatique des déclarations de revenus, annoncée dans le budget 2023,
afin d'aider les Canadiens qui ne déclarent pas actuellement leurs revenus a recevoir
les prestations auxquelles ils ont droit.

Sur la base des conclusions de cette étude, le Conseil d'action sur I'abordabilité, une
collaboration non partisane de divers experts en politiques publiques et de dirigeants
communautaires de tout le pays, a recommandé dans un rapport publié en décembre
2023 que le gouvernement fédéral restructure et élargisse I'actuel crédit pour la TPS/
TVH et le renomme « allocation pour |'épicerie et les besoins de base ». Lallocation
proposée s'appuierait sur le remboursement pour |'épicerie mise en ceuvre en 2023 et
ciblerait les ménages a faible revenu composés d'adultes en dge de travailler. L'option
retenue par le Conseil consisterait a verser 150 $ par mois par adulte et 50 $ par en-
fant aux ménages aux plus faibles revenus. Tous les ménages qui bénéficient actuelle-
ment du remboursement de la TPS/TVH recevraient plus d'argent dans le cadre de la
proposition du Conseil, mais ce sont les ménages a faible revenu qui bénéficieraient
de l'augmentation la plus importante.
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INTRODUCTION

The COVID-19 pandemic and the subsequent surge in inflation made clear the defi-
ciencies in Canada'’s social safety net. Provincial social assistance programs, which are
supposed to provide a minimum level of income to buy basic necessities, fall short
(Laidley & Tabbara, 2023a) and the purchasing power of the lowest-income house-
holds is declining (Cléophat, 2023).

This has exacerbated levels of food insecurity (Uppal, 2023a). Low-income house-
holds, which spend a larger proportion of their income on essential needs are most
affected by food and shelter inflation, both of which have outpaced general inflation
(Statistics Canada, 2023a). Although inflation has moderated in recent months, the
prices of food and shelter remain at elevated levels and are expected to continue in-
creasing, albeit at a slower pace (Armstrong, 2023).

There is a clear and pressing need for the federal government to increase income sup-
ports to low-income households. Hence, there is a need for research on identifying the
best options to tackle the effects of high inflation on vulnerable groups and to reduce
food insecurity through enhanced income supports, with a particular focus on mech-
anisms that can be implemented quickly and that would be cost efficient.

This report outlines various cash-transfer mechanisms that the federal government
could use to address affordability concerns and food insecurity. It addresses two ques-
tions. First, what are the potential cash-transfer options that the federal government
could implement relatively quickly? Second, of those, which is the recommended
option based on reach, reduction of barriers, adequacy and cost? To answer these
questions, | examine reforms to already existing cash-transfer programs delivered
through the Canada Revenue Agency (CRA), including the Goods and Services Tax/
Harmonized Sales Tax (GST/HST) credit, the Canada Child Benefit (CCB) and the Can-
ada Workers Benefit (CWB). To assess the merits of the various options, | ran simula-
tions using the Social Policy Simulation Database and Model (SPSD/M) created and
maintained by Statistics Canada.

Based on a set of evaluative criteria | outline in this report, | recommend that the
federal government expand the existing GST/HST credit for working-age adults. The
GST/HST credit reaches all family types including working-age, unattached single
adults and single-parent families — more likely to be low-income and food insecure
— and is well targeted to low-income households. The CCB and CWB are targeted
to families with children and those with employment income, respectively, and do
not reach families without children or those with no employment income. Further-
more, an increase to the maximum GST/HST credit for working-age adults can bet-
ter target those with low incomes while keeping costs moderate. In addition, the
expanded GST/HST credit could be distributed monthly rather than quarterly. This
change would spread the payments evenly throughout the year and give recipients
more stability to pay monthly bills.
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However, like other cash transfers provided through the income tax system, some
vulnerable people who do not file tax returns would not receive it. Research shows
that 10 to 12 per cent of Canadians do not file a return (Robson & Schwartz, 2020). To
address this, automatic tax filing should be implemented for everyone with simple tax
returns and be designed in consultation with hard-to-reach vulnerable populations,
including those with no fixed address and those without a bank account.

An enhanced GST/HST credit for working-age adults could be implemented quickly —an
important consideration that is necessary to respond to ongoing inflationary pressures.
Although Canada'’s year-over-year inflation rate has moderated since hitting a peak in
2022, prices for many essential goods, including food and shelter, remain at elevated
levels and are not expected to decline. While the current GST/HST credit is indexed to
inflation, it is pegged to the average Consumer Price Index (CPI), which has increased
at a slower pace than food and shelter prices. This has left many low-income Canadians
struggling. Price increases are felt particularly hard by low-income households, which
spend a larger proportion of their income on housing and food (Uppal, 2023b).

While other emerging cash-transfer solutions, like the proposed Canada Disability
Benefit, are promising, they will take longer to implement. The effects of other efforts
to control the prices of essentials, such as the federal government'’s attempts to ad-
dress the lack of competition among grocery retailers, remain uncertain (Lord, 2023).

Based on this report, the Affordability Action Council (AAC), a non-partisan collabor-
ation of diverse policy experts and community leaders from across the country, has
recommended that the federal government restructure and expand the existing GST/
HST credit and rename it the Groceries and Essentials Benefit. The proposed benefit
would target lower-income households with working-age adults and would be deliv-
ered monthly rather than quarterly (Affordability Action Council, 2023).

GAPS IN CANADA'S SOCIAL SAFETY NET

Existing government benefits do not sufficiently meet people’s essential needs. For
example, unattached single working-age adults have the lowest welfare income,
which in 2022 ranged from $9,493 a year in Nova Scotia and $9,800 a year in Al-
berta to a high of $20,905 a year in Quebec (Laidley & Tabbara, 2023a). Welfare
incomes for most households remain well below the Market Basket Measure (MBM)
threshold, Canada’s official measure of poverty that is based on the cost of a basket
of food, clothing, shelter, transportation and other necessities that reflect a modest
standard of living (Laidley & Tabbara, 2023b)." The inadequacy of welfare income is
not new: welfare incomes have been below the MBM threshold since at least 2013
(Tweddle et al., 2014). And, since 1990, provincial social assistance received by un-
attached single adults has equalled less than 30 per cent of the provincial median
income (Noel, 2020).

! "Welfare income” refers to a household's total income from all government transfers assuming the house-
hold has no other income sources (e.g., no employment income, El, CPP, capital income, etc.).



IRPP Study | April 2024

While government transfers increased during the COVID-19 pandemic and provided
temporarily higher supports to those with the least income, these programs are now
behind us, and the impacts are evident. The estimated low-income rate, which de-
clined in 2020, increased in 2021 and is expected to rise again in 2022 — up to rates
comparable to 2019 pre-pandemic levels (Employment and Social Development Can-
ada, 2023). Of particular concern are single parents in British Columbia, Alberta, Mani-
toba and Ontario, who saw their welfare incomes decline in nominal and real terms in
2022 due to declining pandemic-related child supports and stagnant provincial social
assistance payments (Laidley & Tabbara, 2023a).

While governments have made headway in addressing low-income rates, these rates
remain a concern among particular groups. Figure 1 shows low-income rates by family
type based on the Market Basket Measure from 2015 to 2021. Low-income rates are
lowest among working-age couples with and without children and families with adults
who are 65 years old and older. On the other hand, low-income rates are higher
among working-age lone-parent families and working-age unattached single adults.
While the low-income rate has declined among working-age lone-parent families, it
remains among the highest for this group.

Low-income rates among working-age unattached single adults are high because the
Canadian social safety net does not provide adequate supports for this group (Herd et
al., 2020; Kapoor et al., 2022; Petit & Tedds, 2020a, 2020b). Income supports for seniors,
such as Old Age Security and the Guaranteed Income Supplement, and income sup-
ports for children, such as the Canada Child Benefit (CCB), have contributed significantly

Figure 1. MBM poverty rates by economic family type
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to reducing poverty rates among seniors and families (particularly couples) with children
(Baker et al., 2023; Béland & Marier, 2022). Working-age unattached single adults rely
on income supports such as Employment Insurance (El) and provincial social assistance.
El has been shown to be inadequate for low-wage and precariously employed workers
(Tranjan, 2019). And, as discussed above, provincial income assistance provides inad-
equate support for recipients to afford basic necessities.

In addition to facing inadequate welfare supports, low-income households face afford-
ability issues. According to the 2016 Census, people living in poverty were more than
three times as likely to live in households that spent more than 30 per cent of their total
household income on shelter. Among people in poverty, 71.9 per cent lived in house-
holds that spent more than 30 per cent of their total income on shelter, compared with
20 per cent of the total population (Randle et al., 2022). In 2022, families in the bottom
quintile of family income were more than four times as likely to be food insecure as
those in the top income quintile (Uppal, 2023a).

Persistent and rising rates of food insecurity and a growing reliance on food banks
are particularly problematic. Food insecurity is the inadequate or insecure access to
food due to financial constraints (Li et al., 2023). In 2022, 18 per cent of Canadians
faced food insecurity, up from 16 per centin 2021 and 17 per centin 2019 (Uppal,
2023a). Food bank visits have been high and increasing year after year.2 Food Banks
Canada (2023) recorded a 32 per cent increase in food bank visits between March
2022 and March 2023, and a 78.5 per cent increase in visits between March 2019
and March 2023.

The lower one’s income, the higher the probability that one will experience food insec-
urity: households with the lowest income have the highest rates of food insecurity. Se-
vere food insecurity — severely disrupted eating patterns and reduced food intake —is
particularly sensitive to income: households with low income are at a much higher risk
of being severely food insecure (Li et al., 2023). However, families with moderate earn-
ings and income above the poverty line can also experience moderate food insecurity
(Li et al., 2023; Uppal, 2023a). Households most vulnerable to food insecurity include
those headed by single mothers and households receiving provincial social assistance
or El. Those least vulnerable to food insecurity include households that rely on public
and private pensions and on income supports for people 65 years old and older (Li et
al., 2023).

Affordability is getting worse for low-income households because of high rates of infla-
tion and high interest rates. Increases in food prices (up 4.7 per cent year-over-year in
December 2023) and rent (up 7.7 per cent year-over-year) have outpaced general price
inflation (up 3.4 per cent year-over-year) for the second year in a row (Statistics Canada,
2023b, 2024). At the same time, compensation from paid employment is not rising as
quickly: wage growth in the third quarter of 2023 was estimated to be 3.2 per cent

2 Food bank visits are a function of food insecurity and food bank availability. See Food Banks Canada Hun-
ger Count reports dating back to 2016 (https://foodbankscanada.ca’hungercount-other-research-reports/).
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year-over-year (Bank of Canada, 2023). Welfare income to the most vulnerable declined
in real terms in 2022 (Laidley & Tabbara, 2023b).

Price increases and stagnant incomes have had a greater effect on households that
devote a greater share of their income to food and shelter. In 2019, Canadian house-
holds in the lowest-income quintile spent 46.7 per cent of their total expenditures
on food and shelter compared to 37.2 per cent for the highest quintile households
(Uppal, 2023b). A report by the Office of the Parliamentary Budget Officer (2023)
noted that, between the fourth quarter of 2019 and the fourth quarter of 2022, the
lowest-quintile households were not able to preserve the increased purchasing power
they saw during the pandemic. The lowest-income households have also seen a de-
crease in savings. Statistics Canada data (Table 36 10 0662 01) show that, since at least
2020, when measurement began, the lowest-quintile households saw a large decline
in savings. This suggests that the lowest-income households are borrowing more to
purchase basic necessities, leaving them more indebted and more exposed to high
interest rates (RBC, 2022).

What can be done to alleviate affordability concerns and improve access to basic ne-
cessities, particularly among low-income households? There is evidence that increas-
ing government transfers has reduced low-income rates among children and seniors.
In addition, increases in child benefits and social assistance benefits have reduced
food insecurity among low-income households (Brown & Tarasuk, 2019; Li et al., 2016;
Men et al., 2023; Men et al., 2021). McIntyre et al. (2016) found that, when unattached
adults stopped receiving social assistance and started receiving more generous OAS/
GIS benefits at the age of 65, there was a notably lower prevalence of food insecurity
among this group.

Finally, examining the effect of income benefits on educational spending, Jones et
al. (2019) found that low-income households without debt increased their spending
on food from grocery stores when their income benefits increased. For low-income
households with debt, income benefits allowed them to spend more on items such
as tuition and computers — larger-cost items that otherwise would be unattainable or
would require debt financing.

Overall, the evidence suggests that targeted transfers to specific groups can reduce
poverty rates and food insecurity, and improve access to basic necessities.

Research question, design parameters and evaluative criteria

This study provides an evaluation of cash transfers that can address affordability and
access to essential needs (with a focus on food insecurity) that are within the federal
government'’s jurisdiction and that can be implemented quickly. Working within these
parameters, | examine potential reforms to already existing benefits. As the general
shape of these benefits and legislative provisions already exist, reforms to these bene-
fits can be implemented quickly because it could be done with legislative changes
rather than designing an entirely new benefit program.
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To determine which of the potential cash-transfer scenarios would best accomplish
these goals, | developed several criteria using the low-income and food insecurity
literature as well as input from community groups that work directly with people ex-
periencing food insecurity. The evaluative criteria are as follows:

m Does the benefit reach those who need it most, notably working-age un-
attached adults, single parents and those with the lowest income?

B Does the benefit reduce barriers to access for marginalized and vulnerable
groups?

B Isthe benefit adequate and does it allow recipients to purchase basic needs?

B Is the cost of the benefit reasonable and feasible?

CASH-TRANSFER PROGRAMS

The federal government has several potential tools that it could use to immediately
increase income supports to low-income households. These include an increase in
the existing GST/HST credit, the CCB and the CWB. These are well-established federal
cash-transfer programs delivered through the Canada Revenue Agency (CRA). Chan-
ges to these programs would require a legislative change and would do away with
the need to design an entirely new program. In this section, | review the parameters of
each program and discuss the advantages and drawbacks of reforming them.

GST/HST credit

Introduced in 1991, the GST/HST credit is a federal refundable tax credit available to eli-
gible low-income tax filers. It is assessed and delivered by the CRA in quarterly instalments.
The stated objective of the GST/HST credit is to help “individuals and families with low and
modest incomes offset all or part of the GST or HST that they pay” (Government of Canada,
2019a). Figure 2 shows the GST/HST credit for the 2023-24 benefit year for select family
types. It is relatively modest, providing a base benefit of $325 a year per adultand $171 a
year per child in the 2023-24 benefit year. Unattached single adults receive an additional
credit of $171 that is phased in as income increases over $10,544, allowing them to receive
a maximum of $496 a year. Single parents are treated as if they are a couple with children.

The GST/HST credit is income-tested over “adjusted family net income” (AFNI). AFNI in-
cludes income from all income sources (including income assistance, Employment Insur-
ance, Canada Pension Plan payments, employment and self-employment income, invest-
ment income and rental income), minus deductions (including child care expenses and
disability/medical expenses). After an AFNI of $42,335, the GST/HST credit is phased out at
a rate of 5 per cent. Unattached individuals with zero income up to an AFNI of $52,255 are
eligible for the credit, while couples with no children and an AFNI of less than $55,255 are
eligible. Single parents and couples with one child and an AFNI of less than $58,755 are
also eligible for the credit (the break-even pointincreases from there by the number of chil-
dren).® The benefit amounts and the income thresholds are adjusted annually for inflation.

3 This does not include any top-ups during the COVID-19 pandemic or the 2023 Grocery Rebate.
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Figure 2. GST/HST credit, 2023-24 benefit year
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there is only one earner. These assumptions allow for a simplified visual; however, actual family circum-
stances are often more complex.

The GST/HST credit is a well-established, existing credit. It has been used recently as
a tool to address income concerns unrelated to the payment of the GST/HST. For ex-
ample, in the 2023 budget, the federal government announced a one-time Grocery
Rebate that consisted of a top-up to the GST/HST credit (Government of Canada, 2023).
This followed a one-time doubling of the credit during the COVID-19 pandemic to pro-
vide targeted inflation relief. Furthermore, all family types are eligible for the GST/HST
credit, and it is well targeted to low- and middle- income households. Figure 3 shows
that the current GST/HST credit spans all family types, the majority of whom are single
unattached adults (78 per cent). The figure excludes seniors, a point we will return to
later in the paper. Figure 3 also shows that 97 per cent of GST/HST credit beneficiaries
have an AFNI of less than $60,000 a year. The credit provides an additional benefit to
lone parents, treating them as if they were a couple with children, which neither the CCB
northe CWB do.*

4 The CCB is based on the number and age of children, not the number of adults in a family. And the CWB
makes no concessions for single parents; they are treated as one adult.
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Figure 3. GST/HST credit distribution by family type and net income
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Source: Author calculation using the SPSD/M.

Note: Beneficiaries refers to the number of nuclear families that receive the GST/HST credit. It only includes
persons living in the provinces and persons under 65 years. It does not include persons living on reserves,
persons living in the territories or seniors.

However, there are several drawbacks to topping up the GST/HST credit. First, because
the credit is broadly based, a top-up will be costly compared to topping up less broad-
based benéfits like the CCB and CWB. Second, the GST/HST credit is paid quarterly. This
makes it difficult for recipients to evenly distribute the benefit throughout the year. With
the current low maximum benefit amount, this is less of an issue because increasing the
frequency of instalments to monthly payments would result in a very low monthly bene-
fit amount. However, if the GST/HST credit was increased, the monthly benefit amount
would be higher, potentially justifying an increase in the frequency of payments to help
recipients smooth spending throughout the year. Increasing the frequency of payment
instalments could also be done through a legislative change.

Third, some recipients will be working-age unattached adults attending post-
secondary studies. These students may be living with or dependents of their parents
and, although they have a low income, their parents or guardians may be providing
them with sufficient financial support. Using the SPSD/M, the simulations suggest
that about 30 per cent of recipients of the GST/HST credit under the age of 65 are
between the ages of 18 to 24. Wang et al. (2023) find that young adults who did not
attend post-secondary studies were more vulnerable to food insecurity compared
to young adults who did; however, among post-secondary students, those with chil-
dren, those living in rented accommodations, and those from a family on social
assistance had higher adjusted odds of experiencing food insecurity.

Although an expansion of the GST/HST credit could be withheld from post-
secondary students, the students who do experience food insecurity would fall
through the gaps. To avoid this and unnecessary complexity in design, | do not
recommend excluding students from top-ups to the GST/HST credit (or any of the
benefit top-ups examined in this paper).
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The Canada Child Benefit

A second option is to increase the Canada Child Benefit. Introduced in July 2016, the
CCB is a federal tax-free cash transfer administered by the CRA to tax filers with de-
pendent children. It is paid in monthly instalments and adjusted annually for inflation.

Figure 4 shows the parameters for the CCB for select family types. It shows that the
CCB is a generous benefit, with a maximum payment in the 2023-24 benefit year
of $7,437 a year per child for families with a child younger than six and $6,275 a
year per child for families with children six and older. The benefit is phased out in
two stages: at a higher rate for families with an AFNI between $34,863 and $75,537
and at a lower rate for families with an AFNI over $75,537 (the exact phase-out rate
depends on the number of children). The high benefit amount and low phase-out
rates result in families with a high AFNI receiving the CCB. For example, among
families with one child under 6, the benefit is received by families with a family net
income of $218,900 and lower.

Figure 4. Canada Child Benefit, 2023-24 benefit year
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Source: Author calculation using Canada Child Benefit (CCB) - calculation sheet for the July 2023 to June
2024 payments (2022 base year). https://www.canada.ca/en/revenue-agency/services/child-family-benefits/
canada-child-benefit-overview/canada-child-benefit-ccb-calculation-sheet-july-2023-june-2024-payments-
2022-tax-year.html

Note: To simplify the visualization, | assume that the only income is employment income and no one has a
disability. However, this is often not the case.
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The CCB differs from the GST/HST credit in two significant ways. First, only families
with dependent children are eligible for the CCB; unattached singles and couples
with no children are not eligible. Second, families with a high AFNI are eligible for the
CCB whereas they are not eligible for the GST/HST credit.

The advantages of using the CCB are that, like the GST/HST credit, it is an established
benefit (some form of a child benefit has existed in Canada since 1945). Second, it is
well targeted to children, a group with high levels of food insecurity.® Finally, reforms
to the CCB to address cost-of-living concerns could be done at no cost to the govern-
ment. By reducing or eliminating the benefit for high-income families and reallocating
it to low- and middle- income families, the CCB could be re-targeted to those who
experience high levels of food insecurity at no additional cost.®

However, there are also drawbacks to using the CCB. First, only families with children
receive the benefit. Figure 5 shows the number of beneficiaries receiving the CCB by
family type and AFNL. All the beneficiaries are families with children, with the majority
being couples with children (82 per cent). Unattached individuals — the family type with
the second-highest level of food insecurity after single parents (Li et al., 2023) — are ex-
cluded. Second, the CCB is not well targeted to low- and middle-income households.
Figure 5 shows that 44 per cent of beneficiaries have an AFNI over $100,000 a year.

Figure 5. Canada Child Benefit beneficiaries, by family type and AFNI
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Source: Author calculations using the SPSD/M.
Note: “Beneficiaries” refers to the number of nuclear families that receive the CCB. It only includes people
living in the provinces and does not include people living on reserves or in the territories.

5 Lietal.(2023) show that, in 2022, lone-parent families had the highest rate of food insecurity. Unattached
singles had the second-highest, and couples with children had similar levels of food insecurity.
¢ This has also been proposed in Kesselman (2019).
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The Canada Workers Benefit

The Canada Workers Benefit (formerly the Working Income Tax Benefit) is a federal re-
fundable tax credit for tax filers with a low earned income. It is assessed and delivered
annually by the CRA after annual income tax returns have been filed. The purpose of
the CWB is to increase work incentives for low-income Canadians (Government of
Canada, 2019b). It is available to people 19 years old and older (or younger people if
they have an eligible spouse or common-law partner) but is not available to students
enrolled in post-secondary education for 13 weeks or more in a year. Provinces are
permitted to change the CWB parameters as they see fit provided that the changes
are cost-neutral. Alberta, Nunavut and Quebec have elected to use different CWB par-
ameters (not shown in figure 6).

Figure 6 shows the federal parameters of the CWB for select family types. Only people
with an earned income of at least $3,000 a year are eligible; low-income families with
zero earned income are not eligible. The CWB is phased in over AFNI after earned
income has reached $3,000. The maximum benefit is $1,428 a year for single adults
and $2,461 a year for families. Unattached singles with an AFNI greater than $33,015

Figure 6. Canada Workers Benefit, 2023-24 benefit year
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Source: Author calculations using T1-2022 Schedule 6: Canada Workers Benefit. https://www.canada.ca/
content/dam/cra-arc/formspubs/pbg/5000-s6/5000-s6-22e.pdf.

Note: To simplify the visualization, | assume that the only income is earned income, that there are no disabili-
ties and that, for a couple, there is only one paid worker. However, this is often not the case.
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and families with an AFNI greater than $43,212 are not eligible. There is also a sec-
ondary earner exemption for couples if the person applying is a secondary earner.
The complex interaction between earned income, AFNI, family composition and the
secondary earner exemption make this benefit complex to calculate. Benefit amounts
and income thresholds (except for the phase-in threshold of $3,000) are adjusted an-
nually for inflation.

The advantages of increasing the CWB are similar to those of the GST/HST credit. As
figure 7 shows, the CWB goes to all family types, including unattached singles (69 per
cent) and lone parents (6.2 per cent), and not just families with children like the CCB.
About 90 per cent of current CWB beneficiaries have an AFNI of less than $40,000,
indicating that it is well targeted to low-income families. Additionally, the CWB does
not go to post-secondary students; however, as discussed, this is also a drawback
because post-secondary students who do not receive financial support from their fam-
ilies will continue to fall through the gaps.

Figure 7. Canada Workers Benefit beneficiaries, by family type and AFNI
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Source: Author calculation using the SPSD/M.
Note: “Beneficiaries” refers to the number of nuclear families that receive the CWB. It only includes people
living in the provinces and does not include people living on reserves or in the territories.

One drawback of increasing the CWB is that people with no earned income are not
eligible for the CWB (but would be for the GST/HST credit and the CCB).” Another
drawback is that the provinces and territories could choose to redesign any top-up
to redistribute income (through the CWB). This would be time-consuming, costly and
difficult to renegotiate, and may mitigate efforts on the part of the federal government
to address affordability and access to basic necessities.

7 Maytree has proposed a model whereby the CWB is extended to those with zero earned income to
address poverty among single adults (Kapoor et al., 2022). While this is a feasible model, there are better
options to increase cash transfers to low-income individuals for the purpose of addressing cost-of-living
concerns, including both the GST/HST credit and CCB, because they both already target those with zero
earned income.
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Who is left behind?

Regardless of the cash-transfer method chosen, there will be people who will be left
behind, a common drawback to benefits delivered through the tax system. Cash trans-
fers delivered through the CRA do not reach those who do not file a tax return. Robson
and Schwartz (2020) estimate that 10 to 12 per cent of Canadians do not file a return.
They are more likely to include people living in income poverty, Indigenous people
(particularly Indigenous mothers), people experiencing homelessness and social as-
sistance recipients (Calgary Homeless Foundation, 2018; Petit et al., 2021; Prosper
Canada, 2018; Robson & Schwartz, 2020; Stapleton, 2018). These are the same people
who are more likely to be food insecure.

In Budget 2023, the federal government announced that it would pilot a new auto-
matic tax filing service for vulnerable Canadians who do notfile a tax return and do not
receive the benefits to which they are entitled (Department of Finance, 2023). Auto-
matic tax filing for people with simple tax returns has the potential to be a transforma-
tive program, ensuring that those who are eligible for benefits receive them. However,
to date, there has been no action on this pilot and no such pilot is included in the
CRA's 2024-25 departmental plan (Canada Revenue Agency, 2024).

| recommend that the government move forward with piloting auto-filing for vulner-
able Canadians. This will require consultation and careful design. For example, people
experiencing homelessness may not have a fixed address or a bank account. How to
reach these groups should be considered.

Another issue with relying on the tax system as the distribution method is that these
benefits are distributed up to 18 months after a change in one’s financial circum-
stances. For example, if a person loses their job in January, causing their market in-
come to decline, they must wait until April of the following year for the CWB and GST/
HST credit, and until June for the CCB. This is a design feature of the Canadian tax
system, and the reason why delivering benefits through the tax system is difficult (Petit
etal., 2021; Robson & Schwartz, 2021).

Another note of caution concerns price differentials. The price of an item of food dif-
fers across Canada. For example, a litre of milk sold in Igaluit costs about 21 per cent
more than a litre of milk sold in Calgary; a loaf of bread costs about 33 per cent more.®
Thus, a cash transfer of the same dollar amount would buy more food in Calgary than
in Nunavut. This is a universal problem with cash transfers delivered through the tax
system that are not adjusted for price differentials across Canada (to date, no tax bene-
fit addresses price differentials).”

8 See: https://www.numbeo.com/cost-of-living/compare_cities.jsp?country1=Canada&country2=Can-
ada&city1=Calgary&city2=Ilgaluit%2C+NU&tracking=getDispatchComparison.

? See Koebel and Pohler (2019) for an example of how a tax-delivered cash transfer could be adjusted for
price differentials using the MBM (which varies regionally). The trade-off is that benefit calculations are
complex for recipients to understand and anticipate.
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REFORM OPTIONS

In this section, | examine potential reforms to the GST/HST credit, the CCB and the
CWB. The reforms increase cash transfers to low- and middle-income families with the
aim of improving access to basic necessities (with one exception, discussed below). A
discussion about financing (where the money to cover the cost should come from) is
beyond the scope of this report.

There are countless ways a new cash-transfer program could be designed, with dif-
fering costs and distributional effects. Table 1 provides an overview of the different
reform scenarios | examine for the CCB, GST/HST credit and CWB. More precise par-
ameters are provided in the Appendix. More scenarios are presented for the GST/HST

credit because it is the preferred option.

Table 1. Reform scenarios

Scenario 1 Scenario 2 Scenario 3 Scenario 4
CCB Savings: estimate Re-target: increase Top-up: top up
how much would be  benefit to families current CCB by
saved by eliminating  with children sixand ~ $1,200 and increase
the benefit to high- older, and increase the phase-out rate to
income earners by the phase-out rates eliminate benefit to
increasing the phase-  to eliminate benefit high-income earners
out rate to high-income earn-  (cost-neutral)
ers (cost-neutral)
GST/HST ~ 55% MBM: increase ~ $100/month: Double: doublethe  $150/month: in-
credit maximum benefitfor  increase maximum maximum credit for crease the maximum
working-age families  benefit for working- ~ working-age families  benefit for working-
to about 55% of the  age families to $100/ age families to $150/
national average month per adult and month per adult
MBM food compo- $50/month per child (scaled for econo-
nent mies of scale) and
$50/month per child
while decreasing the
phase-out income
level
CcwB 55% MBM: increase Double: double the

maximum benefit to
55% of the national

average MBM food

component

maximum credit and
decrease the phase-
out rate to extend
benefit to mid-
income families

| provide a comparison of these reform scenarios in figures 8 through 10.

Canada Child Benefit: For the CCB, | eliminate the benefit to high-income earners by
increasing the phase-out rate in all reform scenarios. For example, for families with one
child under six years old, the phase-out rate is 7 per cent between an AFNI of $34,863
and $75,537, which then declines to 3.5 per cent above an AFNI of $75,537. | eliminate
the 3.5 per cent phase-out rate and apply a 7 per cent phase-out rate.'® In Scenario 1, |

10 Similar changes to the CCB have been examined by Kesselman (2019).
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Figure 8. Canada Child Benefit reform scenarios
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examine only the increase in the phase-out rate and do not apply a top-up for low- or
middle-income families. While this is not a top-up scenario like the others examined, it re-
sults in some savings because of the reduction or elimination of the CCB to high-income
earners. | re-target the savings to low- and middle- income parents with children six years
old and older in Scenario 2 and to all low- and middle- income parents with children in
Scenario 3. In Scenario 2, families with children under the age of six see no change to
their CCB, whereas in Scenario 3 all low-income families see a top-up of $1,200 regard-
less of the age of the child(ren). The reforms in Scenarios 2 and 3 are cost-neutral: they
would not cost significantly more to implement.

The reason for extending the CCB to parents with children six years old and older
(Scenario 2) is that there is evidence that families with children older than six are more
food insecure compared to families with children under six. Men et al. (2023) show
that the additional CCB received by families with children under the age of six (an
average of $774 a year) reduced food insecurity among those families by 2.89 per-
centage points compared to families with children older than six that receive the CCB.
Likewise, the rationale for increasing the CCB to all families (Scenario 3) is that this
tactic was recently used by the federal government during the COVID-19 pandemic
(Prime Minister of Canada, 2020). The amount of the top-up chosen was an amount
that would keep the reform relatively cost-neutral.

Figure 9. GST/HST credit reform scenarios
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Source: Author.

Note: | assume that all families have only employment income, that no one has disabilities and, for couples,
that they are one-earner families. This greatly simplifies the figures. The solid lines indicate the proposed re-
forms, and the dotted lines indicate existing benefits. | show only the benefit amounts for select family types
although the reforms would apply to all family types (with some exceptions).
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Box 1. Details of the proposed GST/HST credit reforms

e Scenario 1: Increase the maximum benefit level to 55 per cent of the food component of
the MBM (averaged across geographies).
—  The level of net income where the benefit starts to phase out is the same as the cur-
rent GST/HST credit ($42,335).
—  The benefit reduction rate is increased to 15 per cent (from 5 per cent) to prevent
high-income households from receiving the benefit, keeping it well targeted to low-
and middle-income households, and to manage costs.

e Scenario 2: Increase the base benefit level to $1,200 per adult ($100/month), and $600
per child ($50/month).
The level of netincome where the benefit starts to phase out is the same as the cur-
rent GST/HST credit ($42,335).
—  The phase-out rate is increased to 6 per cent (from 5 per cent) to prevent high-
income households from receiving the benefit, keeping it well targeted to low-
and middle- income households, and to manage costs.

e Scenario 3: Permanently double the maximum amount of GST/HST credit
—  The level of net income where the benefit starts to phase out is the same as the cur-
rent GST/HST credit ($42,335).
—  The phase-out rate remains the same (5 per cent).

e Scenario 4: Increase the base benefit level to $1,800 per adult ($150/month) scaled by the
number of adults in the fiscal unit, and $600 per child ($50/month).
The level of net income where the benefit starts to phase out is reduced to $24,824
(down from $42,335). This value was chosen because it is the 25th percentile of the
sample (e.g., tax filers under the age of 65 in the southern provinces). It allows for
higher benefit amounts to the lowest-income families while allowing for a modest
increase to benefits for middle-income families.

—  The phase-out rate remains the same (5 per cent).

—  For example, a single adult with netincome less than $24,824 receives $1,800. A
couple with no children receives $2,546 ($1,800/,/2)*2). The square root scale is
commonly used in benefit design around the world to take into account economies
of scale (OECD, n.d.).

GST/HST credit: The proposed reforms to the GST/HST credit would increase the
benefit amount for all eligible working-age individuals and family types. Because
| am building on the existing GST/HST credit for the reasons discussed above, |
keep many of the defining features of the credit the same. | ensure that it remains
well targeted to low- and middle-income families and that it targets all family types.
However, | also make changes. First, | remove the phase-in of the additional credit
to single individuals so that single individuals with the lowest income receive the
maximum amount of the credit. Recall that single individuals with an AFNI less than
$10,544 receive $325 a year while single individuals with an AFNI greater than
$10,544 receive up to $496 a year. This feature is removed because severe food
insecurity is higher among those with lower incomes; as a result, they require more
income support.

| do not extend the top-up to the GST/HST credit to people 65 years old and older.
This is because the rates of being low-income and experiencing food insecurity are
lowest among this age group (Tarasuk et al., 2022). People 65 years and older receive
income supports through Old Age Security and the Guaranteed Income Supplement



Improving Access to Food and Essential Needs: Options for a More Generous Cash-Transfer Benefit

(GIS). Tax filing is not required to receive the GIS, although those who file taxes are
automatically assessed; this increases the potential reach of the GIS beyond that of tax
credits. And medical costs are the largest component of cost of living for seniors (Con-
ference Board of Canada, 2018). Affordability concerns and food insecurity among
people who are 65 years old and older can be better addressed by topping up the
GIS and providing increased supports for medical care and pharmacare. Limiting the
top-up to working-age persons keeps the costs of the proposed reforms down and
targets it to those most in need of help.

Canada Workers Benefit: Finally, for the CWB reform scenarios, | increase the benefit
amount for all eligible individuals and family types while also extending the benefit to
those with middle incomes. As with the GST/HST credit, | keep the general parameters
of the CWB the same so that only people with earned income are eligible; however,
| start eligibility at $1 of earned income (down from the current $3,000). While this
extends eligibility, people with zero earned income would remain ineligible. Scenario
1 for the CWB increases the maximum CWB up to about 55 per cent of the average
MBM food component whereas Scenario 2 doubles the CWB. By increasing the max-
imum benefit, the break-even income point is extended further out into the income
scale. For both, the phase-out rate remains the same as under the current CWB at 15
per cent, as does the secondary-earner exemption.

Neither the GST/HST credit nor the CWB reform scenarios are cost-neutral. Therefore,
financing options would need to be considered.

Figure 10. Canada Workers Benefit reform scenarios
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forms, and the dotted lines indicate existing benefits. | show only the benefit amounts for select family types
although the reforms would apply to all family types (with some exceptions).
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Methodology

The proposed reforms to the CCB, GST/HST credit and CWB were run using the
SPSD/M v. 30.01 (Statistics Canada, 2023c). The SPSD/M contains a representative
database of all Canadians and their income based on the Canadian Income Survey
and administrative tax filing data. The simulations are based on the 2022 tax year in-
comes (benefits were received in 2023 for the CWB and GST/HST credit and in the
2023-24 benefit year for the CCB). The SPSD/M is often used in Canada to model
changes to taxes and tax benefits.™

There are drawbacks to using the SPSD/M. While it is useful for modelling changes to
the tax and transfer system, it contains no information directly related to food insecur-
ity or cost of living. Second, the SPSD/M does not contain information on people living
in the territories or on reserves. This is problematic because the territories (particu-
larly Nunavut) have very high rates of income poverty and food insecurity. Therefore,
cost estimates should be considered lower bounds. In addition, the SPSD/M does not
contain reliable information on disabilities or social assistance. As a result, questions
related to these factors cannot be reliably answered.

COST AND DISTRIBUTION RESULTS

In this section, | examine the cost of each scenario, along with changes in distributions
across family types and family net income.'?

Costs and total beneficiaries

Tables 2 through 4 show the cost and number of nuclear families that would receive
the benefit for each scenario.”™ The cost estimates of existing benefits may be dif-
ferent than those in official federal documents because they are simulated values
and do not include people living in the territories and on reserves. Likewise, the
estimate of the current cost of the GST/HST credit does not include people aged
65 and older because the proposed GST/HST credit reforms are only extended to
working-age people.

" For example, see Boadway et al. (2018); Green et al. (2020); Office of the Parliamentary Budget Officer (2023).

2While gender is also an important factor to consider, the way the benefits are distributed makes it a difficult
factor to examine. For example, the CCB is distributed to the mother when the parents are together. For
families where custody of a child is shared, there are more complex rules regarding to whom the CCB is
distributed. The GST/HST credit is only distributed to one member of the fiscal unit. For a couple, it is dis-
tributed to the person who files a tax return first. Likewise, the CWB can only be claimed by one person in
the fiscal unit, depending on the relative incomes of a couple (i.e., for whom the CWB is optimized). Given
these different distribution rules, | do not examine gender.

13 A nuclear family includes the tax filer, their spouse/partner (if any) and dependent children under 18 years
of age. Children 18 and older are their own nuclear family. The nuclear family is sometimes referred to as
the “fiscal unit” because it is the unit upon which taxes are assessed. It does not necessarily reflect who
lives in the household, particularly if the household includes multi-generational family members or adult
children.
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Table 2. Cost and beneficiaries of Canada Child Benefit reform scenarios

Existing Scenario 1 Scenario 2 Scenario 3
CCB Savings Re-Targeting Top-Up
Cost $24.7 billion $20.3 billion $24.6 billion $24.7 billion
(-$4.4 billion) (—$63 million) (+$27 million)
Beneficiaries 3.3 million 2.5 million 2.6 million 2.6 million
(Number
of nuclear
families)

Table 3. Cost and beneficiaries of GST/HST credit reform scenarios

Existing GST/ Scenario 1 Scenario 2 Scenario 3 Scenario 4

HST credit 55% MBM Food $100/month Double $150/month
Cost $3.7 billion $41.3 billion $13.7 billion $9.1 billion $14.9 billion

(+$37.7 billion)  (+%$10.0 billion)  (+5.5 billion) (+$11.2 billion)

Beneficiaries 7.9 million 10.4 million 10.0 million 9.3 million 9.7 million
(Number
of nuclear
ramilies)

Table 4. Cost and beneficiaries of Canada Workers Benefit reform scenarios

Existing Scenario 1 Scenario 2
CWB 55% MBM Food Double
Cost $3.4 billion $13.8 billion $9.1 billion
(+$10.4 billion)  (+$5.7 billion)
Beneficiaries 2.7 million 5.2 million 4.3 million
(Number
of nuclear
families)

Source: Author calculations using the SPSD/M.
Note: The costs and beneficiaries of the proposed GST/HST credit reforms do not include recipients
aged 65 and older. The reform scenarios apply only to working-age people.

The Canada Child Benefit: The 2023 federal budget projects the cost of the CCB
at $25.6 billion in 2023-24. The simulations estimate the cost of the existing CCB to
be $24.7 billion in 2023-24. In Scenario 1 (“Savings”), by reducing or eliminating the
benefit to high-income households, $4.4 billion would be saved and 768,000 fewer
nuclear families would receive the CCB. In Scenarios 2 and 3, the savings are used to
fund a re-targeting of the CCB to families with children older than six (Scenario 2) and
all families (Scenario 3) that are not high-income. For both, the cost is about the same
as the current CCB and the re-targeting comes at little additional expense to the gov-
ernment. However, for both, there are fewer nuclear families that would receive the
CCB because high-income households would have their CCB reduced or eliminated.

GST/HST credit: The cost of the GST/HST credit would increase by $5.5 billion if the
credit was doubled (Scenario 3), by $11 billion if the credit reached $150 a month
(Scenario 4), by $10 billion if it reached $100 a month (Scenario 2), and by about $38
billion if the credit was set at 55 per cent of the MBM food component (Scenario 1).
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The number of nuclear families that would receive the credit would increase in all
scenarios because more middle-income households would be eligible for it.

Canada Workers Benefit: The cost of the CWB would increase by about $6 billion if
the CWB were doubled (Scenario 2) and by $10 billion if it was set at 55 per cent of the
MBM food component (Scenario 1). The cost increase for the CWB is similar to that of
Scenarios 2 and 3 for the GST/HST credit. However, fewer nuclear families would re-
ceive the CWB compared to the GST/HST credit. Some of the estimated cost increases
to the GST/HST credit and CWB could be financed in part by a reduction in the bene-
fits of the CCB to high-income households. This would re-target benefits toward low-
and middle-income individuals and families, and away from high-income families.

Distribution across family types and family net income

Figures 11 to 13 show the distributional effects of the benefits examined under the pro-
posed reform scenarios. For each, | show the distribution of cost (e.g., to the government),
the distribution of the average benefit (e.g., the average amount of benefit received) and
the distribution of the beneficiaries, by nuclear family type and family net income.

Canada Child Benefit: Figure 11 shows the redistribution of costs, average benefit,
and number of families that would receive the CCB across family type and family net
income by reform scenario. Figure 11 only shows families with children because only
they are eligible for the CCB. CCB Scenario 1 (“Savings”) involves no increase in bene-
fits because the cost spent on two-parent families and families with net income great-
er than $100,000 is substantially reduced while the cost spent on single-parent fam-
ilies and families with net income less than $60,000 stays relatively the same as under
the current CCB. There is a slight reduction in cost spent on families with net income
between $60,000 and $100,000. This is mirrored in the number of beneficiaries: the
number of two-parent families and families with a net income greater than $100,000
is reduced while the number of families that are single-parent and families with net
income less than $100,000 stays relatively the same. In this scenario, there is a slight
increase in the average benefit to two-parent families. This is because two-parent fam-
ilies that were receiving low amounts of the CCB no longer would receive it. Single
parents would receive a similar average benefit amount. Likewise, there is a reduction
in the average benefit amount to families with net a income greater than $100,000.

Scenario 2 (“Re-targeting”) and Scenario 3 (“Top-up”) involve slightly lower costs
spentontwo-parentfamilies and slightly more spent on single-parentfamilies. There
are substantially fewer two-parent families and somewhat fewer single-parent fam-
ilies that would receive the CCB under both scenarios. However, the average CCB
benefit received would increase under both scenarios. For single-parent families,
the average benefit would increase from $9,367 a year to $10,950 a year (16.9 per
cent) under Scenario 2 (“Re-targeting”) and to $11,160 a year (19.1 per cent) under
Scenario 3 (“Top-up”). For two-parent families, the average benefit would increase
from $7,067 a year to $9,028 a year (27.7 per cent) under Scenario 2 and to $9,214
a year (30.3 per cent) under Scenario 3.



Figure 11. Redistribution of the Canada Child Benefit under reform scenarios
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Under Scenario 2 and Scenario 3, there would be an increase in the cost spent on fam-
ilies with a net income less than $100,000, but there would be a substantial decrease
in the cost spent on families with net family income greater than $100,000 (although
the decrease would be less than in Scenario 1). These results are reflected in the num-
ber of beneficiaries: the number of families with a net income greater than $100,000
would substantially decrease while the number of families with a netincome less than
$100,000 would stay the same. Under both scenarios, the average benefit for all re-
maining recipients would increase. Families with a net income between $60,000 and
$80,000 would see the largest percentage increase in their average benefit (20 per
centin Scenario 2 and 18.5 per cent in Scenario 3).

Overall, across all the CCB scenarios, families with children that have a family net in-
come greater than $100,000 will be negatively affected: they will see their CCB bene-
fits decline or eliminated. They are more likely to be two-parent families; however,
some single-parent families may also be negatively affected. In Scenarios 2 and 3,
the CCB is cost-neutral because it is reduced for families with a family net income
greater than $100,000 and redistributed to families with a family net income less than
$100,000. Two-parent families and middle-income families would see the largest per-
centage increase in their average benefits; however, all middle- and low-income fam-
ilies with children would see an increase in their benefit. It is worth reiterating that only
families with children will be affected. In Scenario 2, the costs and increase in average
benefits would be redistributed only to families with children 6 years old and older,
whereas in Scenario 3, costs and increases in average benefits would be redistributed
to all families with children under 18.

GST/HST credit: Figure 12 shows the redistribution of costs, average benefitand num-
ber of families that would receive the GST/HST credit by family type and family net
income across four scenarios. These scenarios would not be cost-neutral. There are no
families that would be negatively affected except potentially those whose taxes may
increase or those whose other benefits may decrease to finance the reforms.

Figure 12 shows that the bulk of the cost and beneficiaries of the current GST/HST
credit is spent on unattached singles and households with family netincome less than
$60,000 a year. This is true under all four reform scenarios. However, compared to
the existing GST/HST credit, there would be more beneficiaries of every family type
and there would be more beneficiaries with family net income between $40,000 and
$80,000 while the number of beneficiaries with family net income below $40,000
would remain relatively the same. Overall, the GST/HST credit reform scenarios ex-
tend the credit to middle-income families and would continue to be well targeted to
low-income families and across all family types.



Figure 12. Redistribution of the GST/HST credit under reform scenarios
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All family types would see their average benefits increase.’ The largest benefit in-
crease would occur under Scenario 1 (“55 per cent MBM"); however, in table 3, we
see that the cost of Scenario 1 would be prohibitively high ($41.3 billion). Although it
would deliver the highest average benefit, the cost would likely be beyond what the
federal government would spend. As a result, | exclude Scenario 1 from the remain-
der of the analysis. Unattached singles would see the largest percentage increase in
their average benefit amount under Scenario 4: the average benefit for an unattached
single individual would increase from $396 a year currently to $1,412 a year (257 per
cent) in Scenario 4 (“$150/month”) and to $1,078 a year (172 per cent) in Scenario 2
("$100/month”). Lone-parent families would see the largest percentage increase in
their average benefit amount under Scenario 2, where their average benefit would
increase from $850 a year to $2,456 a year (189 per cent), and a smaller increase in
their average benefit under Scenario 4 (to $2,326 or 174 per cent).

Likewise, families with net family income less than $40,000 would see the largest per-
centage increase in their average benefit amounts in Scenario 4, whereas families with
family net income greater than $40,000 would see the largest percentage increase
in their average benefits in Scenario 2. Scenario 4 is more effective for low-income
families compared to Scenario 2, which is more effective for middle-income families
because of the scaling for fiscal unit size plus the earlier start of the phase-in period.
As a result, Scenario 4 is better targeted to lower-income families.

Overall, the reforms to the GST/HST credit proposed in Scenarios 1, 3 and 4 are well target-
ed to working-age, unattached singles and the lowest-income households because their
average benefit would see the largest percentage increase. Scenario 2 is better targeted to
middle-income households and families, particularly lone parents, because their average
benefit would see the largest percentage increase. All reform scenarios would continue to
reach low-income families while also reaching more middle-income families.

Canada Workers Benefit: Figure 13 shows the distribution changes for the CWB scenarios.
As noted, the CWB goes only to those with employment income. In addition, the com-
plex interplay between employment income, family net income and the secondary-earner
exemption in calculating the CWB benefit means that, for some individuals and families, the
CWB benefit may decline in some scenarios and some families may be negatively affected.

Figure 13 shows that, in both reform scenarios, the cost spent across all family types
and family net income levels would increase, as would the number of beneficiaries.
The CWB reform scenarios would reach higher into the family netincome scale, mean-
ing that people with family net income between $40,000 and $80,000 would be more
likely to receive the CWB; however, the majority of costs spent would be for those with
family net income less than $40,000. Most of the costs and beneficiaries under the
current CWB and the reform scenarios would be for unattached singles.

14 Recall that in the GST/HST credit simulation | have not extended the reforms to people 65 and older
because their rates of food insecurity are relatively low. This is a cost-savings measure. The reforms could
be extended to seniors at a higher cost. Families that have one person who is younger than 65 and another
who is older, would receive the reformed GST/HST credit for the person younger than 65.



Figure 13. Redistribution of the Canada Workers Benefit under reform scenarios
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All family types would see an increase in their average benefit in both scenarios. Scen-
ario 1 would increase average benefits the most for all family types and income levels.
In Scenario 1 (“55 per cent MBM"), unattached singles would benefit more than other
family types; their average benefit would increase from $1,137 a year to $2,552 a year
(124 per cent). In Scenario 2 (“Double”), lone parents would see the largest percent-
age increase in their average benefit, which would increase from $1,621 a year to
$3,061 a year (89 per cent).

Families with a family net income less than $60,000 would see an increase in their aver-
age benefit amounts. In both scenarios, families with a net income between $20,000
and $40,000 would see the largest percentage increase in their benefit. This is to be
expected given the parameters of the existing CWB benefit and that the reform scenar-
ios would substantially increase the benefit for those with mid-level family net incomes.
However, families with family netincome between $60,000 and $80,000 will be negative-
ly affected by these reforms: they would see a decline in their average benefit amount
under both scenarios. Families with income between $80,000 and $100,000 would also
see a decline in their average benefit amount in Scenario 2. However, within this income
range, there are also more beneficiaries, so the benefit is more widely spread.'

Overall, the CWB reforms are more complex than the GST/HST credit reforms and
the CCB reforms. While the CWB reforms have the largest positive impact on low- to
middle-income earners, unattached singles and lone parents, they would have no im-
pact on those with no employment income, and a smaller impact on those with the
lowest family net income. Furthermore, they would negatively affect those with family
net incomes greater than $60,000 due to the complex calculation.

Impact on low-income rates

| cannot measure the direct impact of these reforms on affordability or on the rates
of food insecurity. However, | can measure the impacts they would have on the low-
income rate. The low-income measure used in this analysis is the Market Basket Meas-
ure. The MBM is Canada’s legislated low-income rate (An Act Respecting the Reduc-
tion of Poverty, SC 2018, c. C-87). The MBM compares family disposable income to
the MBM threshold. MBM disposable income is calculated by taking total income and
deducting income taxes and non-discretionary spending. The MBM threshold is com-
posed of the costs of goods and services in five categories — food, shelter, clothing,
transportation and other — and differs by geographic region. Individuals in an eco-
nomic family with disposable income below the MBM threshold are considered to be
low-income (Petit & Tedds, 2020c¢).

> Under the current parameters, there are very few families with income between $60,000 and $80,000 that
receive the CWB. Those that do receive it, receive a relatively high amount. In simulations, there are many
more families that receive the CWB in this range, but they receive less. The complex interplay between
employment income, net income, and changes in the phase-out rates is the cause of this effect.



Figure 14. Change in MBM low-income rates
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Figure 14 shows the percentage change in the MBM low-income rate by economic
family type under the CCB, GST/HST credit and CWB reform scenarios.’® The figure
was created by using SPSD/M-simulated MBM low-income rates. The rates appear
much larger than low-income rates reported by other sources (e.g., the official rates
published by Statistics Canada using the Canadian Income Survey). It is unclear why
this occurs. However, these figures are important to understanding the impact of the
reforms. For this reason, | report percentage change as opposed to overall low-income
rates.

Canada Child Benefit: Figure 14 shows that Scenario 3 would increase the CCB by
$1,200 a year to all families with eligible children and would have the greatest impact
on the MBM low-income rate for both lone-parent families and couples with children.
Under Scenario 3, low-income rates among lone-parent families would decline by 5.8
per cent and among couples with children by 18 per cent. Because Scenarios 2 and 3
cost about the same (they are about cost-neutral), the Scenario 3 top-up is more cost
effective. Furthermore, the Scenario 1 reform of the CCB (“Savings”) results in nearly
no change in the MBM low-income rate because this scenario reduces the CCB only
to high-income households.

GST/HST credit: Scenario 1 (“55 per cent MBM") would reduce the low-income rate
by more than any other reform scenario across all family types. In particular, it would
reduce the low-income rate among unattached singles by 14 per cent and it would
reduce the low-income rate among lone-parent families by 27 per cent. However, this
reform would also be very costly. Doubling the GST/HST credit (Scenario 3) would
also reduce the low-income rate for all family types; however, the impact would be the
smallest of all GST/HST credit reform scenarios. Scenarios 2 (“$100 a month”) and 4
("$150 a month”) would reduce the low-income rate by an amount that falls between
the reductions in Scenarios 1 and 3. Scenario 4 would reduce the low-income rate for
unattached singles and couples with no children by more than Scenario 2 whereas
Scenario 2 would reduce the low-income rate for lone parents and couples with chil-
dren by more than Scenario 4. This occurs because, although Scenario 4 would pro-
vide a higher benefit amount to the lowest-income families with children, it also would
provide a lower benefit to families with children that are near the low-income thresh-
old (due to the reduced phase-out threshold). That is, Scenario 4 would reach those
in deep poverty, providing them with more income support, but it would provide less
income support to families in poverty but not deep poverty.

Canada Workers Benefit: Scenario 1 of the CWB reforms (“55 per cent MBM”) would
reduce the low-income rate by more than Scenario 2 (“double”) across all family
types. Scenario 1 of the CWB reforms would cost about the same as Scenario 2 of
the GST/HST credit reforms (“$100/month”). The CWB would have a larger impact on
the low-income rate for unattached singles and single-parent families. This is because
the CWB reform (Scenario 1) is a larger benefit amount and is more likely to go to

¢ The previous figures used the nuclear family unit because tax benefits are distributed based on the nuclear
family unit. | use the economic family unit here because MBM low-income rates are calculated for the eco-
nomic family unit.
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those closer to the low-income threshold, pushing them above the threshold. On the
other hand, the GST/HST credit reform (Scenario 2) is a smaller benefit amount, but
is spread over a wider range of income, including those with no employment income
(i.e., it pushes fewer people above the low-income threshold). Likewise, Scenario 2 of
the CWB reforms costs about the same as Scenario 3 of the GST/HST credit reforms.
The CWB Scenario 2 reform would have a larger impact on the low-income rate for
lone-parent families than Scenario 3 of the GST/HST. They have about the same im-
pact on the low-income rate of unattached singles. Again, the CWB Scenario 2 reform
is a larger benefit amount and is more likely to go to those closer to the low-income
threshold whereas the Scenario 3 GST/HST credit provides a lower benefit amount,
spread over a wider range of incomes and goes to those in deep poverty. Overall, the
CWB reforms are cost effective compared to the GST/HST credit reforms because they
reduce the low-income rate the most for a given cost; however, the GST/HST credit
reforms go to those in deep poverty while the CWB reforms are less likely to do so.

Marginal effective tax rates and work incentives

Marginal effective tax rates (METR) measure how much taxes would increase, and
transfers would decrease as a result of an incremental increase in income. For ex-
ample, if employment income increases by $100 and transfers decrease by $100 (with
no change in taxes), the METR is 100 per cent: there is no change in net income.
On the other hand, if employment income increases by $100 and neither taxes nor
transfers change, the METR is zero per cent: net income increases by $100. In gener-
al, METRs are high for lower-income families because benefits are clawed back over
lower incomes: it is a naturally occurring feature of income-tested benefits that cannot
be avoided." It has been argued that METRs affect incentives to work. As the argument
goes, the higher the METR, the less incentive there is to engage in paid employment.

Regardless, all reform scenarios examined in this paper will change METRs currently
faced by low- and middle-income households (and high-income households for the
CCB scenarios). For example, in Scenario 4 of the GST/HST credit (“$150 month”), the
phase-out rate remains the same as that in the current GST/HST credit (5 per cent).
However, the phase-out starts sooner. This means that people with family net income
between $24,824 and $42,335 will see an increase in their METR. While a 5 per cent
reduction rate seems small, when compounded with other tax and transfer programs,
and in particular provincial social assistance, the final METR can be large.

The more worrisome METR changes created by the proposed reforms are the in-
creased phase-out rate under the GST/HST credit in Scenario 1 (“55 per cent MBM")
as well as the increased phase-out rates in the CCB scenarios. In Scenario 1 of the
GST/HST credit, the phase-out rate increases from 5 per cent to 15 per cent. In the
CCB scenarios, the phase-out rate is double its current rate for families with a net
family income greater than $75,000. The remaining reforms to the GST/HST credit and
the CWB reforms extend the existing phase-out rates to a wider range of incomes. In

7 See, for example, Milligan (2020) who looks at METRs in British Columbia.
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the CCB reforms, families that receive the CCB and have an AFNI greater than about
$100,000 will see their METR reduce.

However, based on the literature, the effects of these changes in METRs are unlikely
to significantly affect the labour supply. People misperceive the METRs they face, both
over- and underestimating them (Blaufus et al., 2022; Gideon, 2017). Furthermore, a
recent analysis on the effects of a basic income on paid employment estimates that the
effects of increased cash transfers on labour supply would be small, including for low-in-
come households (Green, 2020). The evidence for this argument comes from a study
of elasticity estimates. This includes estimates that find that married women who are
high-income earners hardly respond to wage changes. Those who are already attached
to the labour market are hard workers (Dostie & Kromann, 2013; Green, 2020). Because
married women are generally more likely to adjust to labour market participation in re-
sponse to changes in income than men, this result may be extrapolated to men.

Furthermore, in general, elasticities with respect to hours worked (conditional on work-
ing more than zero hours) estimated in the United States have been declining and
are currently estimated to be low (Green, 2020). Citing Lemieux and Milligan (2008),
Green (2020) also argues that, for people with low income (e.g., who are on provin-
cial social assistance), an increase in social assistance benefits has a larger impact on
whether they participate in work than on their hours of work (conditional on already
working), and, even then, these estimates are small. For our purposes, this suggests
that the proposed reforms would have little to no impact on the labour supply deci-
sions of those already employed; although they may have a slight negative effect on
those who are currently not in paid employment.

Overall, while METRs and work incentives are a valid policy concern, they should not
be exaggerated. It is likely that the reforms examined here, particularly those with the
smaller impacts on METRS, will have very minor effects on the labour supply. If METRs
and work incentives are of concern, there are policy options to counteract this. For ex-
ample, Quebec uses "benefit shields,” so that if a family’s income suddenly jumps, the
jump in income is excluded from the calculation of benefits in the subsequent year.®
The reason for this is that the short-term loss to the government (in terms of expendi-
ture outlay) is offset by long-term increases in family earnings (increased tax revenue).

RECOMMENDATIONS

All the reform scenarios examined in this report could be implemented quickly and
would fall within the federal government'’s jurisdiction. Overall, the GST/HST credit is
best targeted to a broad base of family types, including unattached singles and lone-
parent families, and to low- and middle-income families — those facing the highest
rates of severe food insecurity — both currently and within the reform scenarios. Within
the proposed GST/HST credit reform scenarios, Scenarios 1, 3 and 4 are better target-
ed to the lowest-income households and unattached singles compared to Scenario 2,

'8 See: https://www.revenuquebec.ca/en/citizens/tax-credits/tax-shield/.
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whereas Scenario 2 is better targeted to families with children and to lone-parent fam-
ilies and households with slightly higher income. Therefore, | recommend expanding
the existing GST/HST credit.

| next examined adequacy and cost under four possible reform scenarios. Adequacy is im-
portant: to successfully address affordability and food insecurity, the benefit amount must
be enough to help those with the lowest income and highest rates of food insecurity afford
basic necessities such as food. However, the benefit must be viably financed to ensure its
long-term feasibility and public acceptance. Scenario 1 of the GST/HST credit provides the
highest benefit amount, increasing the base benefit of a single individual from $325 a year
to $4,000 a year and reducing the MBM low-income rate the most. However, it is also the
costliest, requiring an additional $38 billion in financing. This is about 8 per cent of 2023-24
revenues, 18 per cent of personal income tax revenues, 74 per cent of GST/HST revenues
and equal to the entire deficit (Department of Finance, 2023).

Scenario 3 is less costly. An additional $5.5 billion of financing would be required —
about one per cent of total federal revenue (Department of Finance, 2023). Of the
$5.5 billion required, $4.4 billion could be financed by reducing and eliminating the
CCB to high-income earners. This would effectively re-target income support away
from high-income earners with children to low- and middle-income earners of all
family types, particularly unattached singles. However, Scenario 3 is likely inadequate.
It increases the base benefit for a single individual from $325 a year to a base benefit
of $992 a year for all, a comparatively small increase. For a couple with a child, it in-
creases the maximum benefit from $821 a year to $1,642 a year, an increase of $821
a year. It also reduces the low-income rate the least of all reform scenarios examined.

Scenario 2 and Scenario 4 are more costly than Scenario 3 but not as costly as Scen-
ario 1. For Scenario 4, an additional $11 billion of financing is required, about 2.4 per
cent of total federal government revenues (Department of Finance, 2023). Scenario
2 costs an additional $10 billion. Of these amounts, $4.4 billion could come from re-
ducing or eliminating the CCB to high-income families. Furthermore, Scenarios 2 and
4 provide more adequate benefits than Scenario 3 (although less than Scenario 1).
For unattached singles, Scenarios 2 and 4 increase the base benefit from $325 a year
to $1,200 a year and $1,800 a year, respectively. For a family of four, the base benefit
would increase from $992 a year to $3,600 and $3,746 a year, respectively. While
Scenarios 2 and 4 are similar, Scenario 4 is better targeted to people living in deep
poverty; the average benefits to those with an AFNI less than $40,000 are larger than
those in Scenario 2. Furthermore, although Scenario 2 reduces the MBM low-income
rate by more than Scenario 4 for lone-parent families, Scenario 4 would have a larger
impact on access to basic necessities and severe food insecurity for those in deep
poverty. The drawback of Scenario 4 is that it is not as well targeted to lone parents.

Overall, | recommend a top-up to the GST/HST credit of either $100 a month per
working-age adult or $150 a month (scaled for economies of scale). Scenario 2 spreads the
benefit over all households with low income, reduces the low-income rate the most, and
is better targeted to single-parent families. On the other hand, Scenario 4 better targets
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households in deep poverty and ensures they receive the highest support. Both scenarios
would improve access to basic necessities for low-income households at a moderate cost.
However, neither is sufficient to eliminate low-income rates or food insecurity.

Furthermore, distributing the payments monthly rather than quarterly would help
households better meet day-to-day expenses. Part of the cost of the reforms could be
offset by reducing or eliminating the CCB to high-income families. This re-targets cash
transfers from high-income families with children to low- and middle-income families,
particularly unattached single individuals — those with higher levels of food insecur-
ity. To ensure this increase is received by those who need it most, the automatic tax
filing that has been promised by the federal government should be expedited and
designed carefully to ensure marginalized and vulnerable groups can benefit.

It is unclear how the proposed reforms to the GST/HST credit would affect inflation;
however, it is possible that they may not have a large impact. The additional income
support received by lower-income families is likely to go toward the purchase of food
and other basic needs as opposed to luxury items. Further, research shows that recent
inflationary pressures have not been demand driven. Shelter prices have risen largely
as a result of a lack of adequate supply (Chen & Tombe, 2023) and food prices have
been greatly affected by external factors such as the war in Ukraine, supply-chain dis-
ruptions following the pandemic and climate events (Fradella, 2022). What's more,
the lowest-income households should not be expected to bear the burden of fighting
inflation through reduced consumption of essentials such as food.

CONCLUSION

There is an urgent need to increase income supports to low-income households. Re-
search suggests that targeted transfers to specific groups can reduce poverty rates
and food insecurity and can improve access to basic needs.

The federal government already uses the tax system to distribute income supports to
those in need and could increase already existing supports to improve access to basic
needs. | have analyzed several options that could be implemented quickly. Based on the
evaluative criteria | have set out and the simulations that | have conducted, | recommend
that the federal government expand the GST/HST credit for working-age adults and their
children. The GST/HST credit reaches all family types including working-age, unattached
single adults and single-parent families and is well targeted to low-income households.
Furthermore, an increase to the maximum GST/HST credit for working-age adults would
better target those with the lowest incomes while keeping costs moderate.

In addition, | recommend that the expanded GST/HST credit be distributed monthly
rather than quarterly. The change would spread the payments evenly throughout the
year and give recipients more stability to pay monthly bills. | also recommend that the
federal government'’s proposed automatic tax filing system be implemented as soon
as possible so that vulnerable populations that do not file an income tax return can
receive benefits to which they are entitled.



APPENDIX

Current benefit parameters and benefit amounts by select family type

Design

Parameter GST/HST credit Canada Child Benefit Canada Workers Benefit
Single Single Single Single Single Single
adult parent, adult parent, adult parent,

one child one child one child
< 6 years < 6 years < 6 years

Benefit Household income Household income, Household income,

amount and family size number of children and working income, and family

depends on: children’s ages type (but not size)

Benefit to $325 $821 $0 $7,437 $0 0%

persons with

$0 (annual)

Maximum $496 $821 $0 $7,437 $1,428 $2,461

benefit

Phase-out 5% 5% NA 7% /3.2% 15% 15%

rate

Income $52,255 $55,300 NA $218,000 $33,015 $43,212

where

benefit = $0

Payment Quarterly Quarterly NA Monthly Lump sum Lump sum

frequency

Parameter values for CCB top-up scenarios (entered into SPSD/M)

Scenario 1 Scenario 2 Scenario 3
Current CCB Savings Re-Target Top-Up

Base amount for child < 6 years $7,437 $7,437 $7,437 $8,637
Base amount for child > = 6 years $6,275 $6,275 $7,437 $7,475
First turn down level $34,863 $34,863 $34,863 $34,863
Second turn down Level $75,537 $75,537 $75,537 $75,537
First reduction rate 0.07; 0.135; 0.07; 0.135; 0.09; 0.15; 0.085; 0.16;
(for 1, 2, 3, 4+ children) 0.19; 0.23 0.19; 0.23 0.20; 0.23 0.19; 0.23
Second reduction rate 0.032; 0.057; 0.07; 0.135; 0.09; 0.15; 0.085; 0.16;
(for 1, 2, 3, 4+ children) 0.08; 0.085 0.19;0.23 0.20; 0.23 0.19;0.23

Source: Author calculations using the SPSD/M.
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Parameter values for GST/HST credit top-up scenarios (entered into SPSD/M)

Scenario 1

Current GST/ 55% of Scenario 2 Scenario 3 Scenario 4

HST credit MBM food $100/month Double $150/month
Base amount $325 $4,000 $1,200 $650 $1,800
for filer
Amount for $325 $2,000 $1,200 $650 $746
spouse
Amount for $171 x # of $1,500 x # of $600 x # of $342 x # of $600 x # of
dependent children children children children children
children
Level of $10,544 _ $342 _
income where
additional

credit phases
in

Rate of phase- 2% 100%
in of additional
credit

Amount of $171 $0 $0 $342
additional
credit

Level of $42,335 $42,335 $42,335 $42,335 $24,824
income where

credit begins

to phase out

Rate of phase- 5% 15% 6% 5% 5%

out

Level of $52,255 $69,022 $62,300 $62,17 $60,800
Income where  (single (single (single (single (single
benefit=0 individual) individual) individual) individual) individual)

Source: Author calculations using the SPSD/M.

Parameter values for CWB top-up scenarios (entered into SPSD/M, federal values)

Family Current Scenario 1 Scenario 2
type CWB 55% MIBM Double
Base amount Single $1,428 $4,000 $2,856
Couple with dependents $2,461 $55,000 $4,922
Single parent $2,461 $55,000 $4,922
Couple with dependents $2,461 $55,000 $4,922
Phase-out Single $23,495 $23,495 $23,495
thresholds
Couple with dependents $26,805 $26,805 $26,805
Single parent $26,805 $26,805 $26,805
Couple with dependents $26,805 $26,805 $26,805

Source: Author calculations using the SPSD/M.
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