
A
new report, published May 4, by an ‘independent

panel’ appointed by the provincial government,

makes it clear that the benefits of the HST go

entirely to the provincial government and to business,

and the costs are borne entirely by BC families.

The report, hurriedly produced (since January) to

provide ‘facts’ in advance of the provincial mail-in

referendum (in June/July) on the continuation of the

HST, concludes that while there will be some benefit to

the provincial economy , the immediate cost in

additional taxes to the average BC family is $350 per

year.

As justification, the report anticipates an increase of

1.2% in the provincial economy by 2020. More

significantly, it also projects continuing growth in sales

tax revenue to the province.

Rough Calculations, Vague Graphs
Just as the original claims made by Premier Campbell and
his finance minister were based on unclear assumptions
and calculations, the figures presented in this panel’s
report have a rough, back-of-the-envelope feeling. 

Some of the graphs in the report fail to explain what
scales are used. In fact, considering the qualifications and
experience of the panel, the methodology and logic
employed is questionable, and the writing often unclear.  

Despite the uncertain basis of the calculations
provided, the panel arrives at several conclusions: by
2020, the changeover to the HST can be credited with an
estimated $2.5 billion annual increase in the province’s
$200 billion economy. This is translated into a $1.2 billion
increase in the province’s exports, and into an estimated
24,400 ‘better-paying’ jobs (Premier Campbell claimed
100,000 jobs).

The most striking immediate effect of HST
implementation is a net increase in provincial sales tax
revenue of some $600 million annually, after taking all

rebates and tax breaks for families into account. This
increase results from a $1.33 billion net increase in taxes
paid by families, and a $730 million net decrease in taxes
paid by businesses. 

Premier Campbell originally claimed that the switch to
the HST would be ‘revenue-neutral’, after considering
rebates to lower-income families and tax breaks. This was
clearly incorrect.

It is now obvious that the objective of the switch to HST
was to provide the provincial government with a broader
sales tax base (including services), and thus higher sales
tax revenues, while at the same time reducing business
taxes.

Counting on Economic Growth
This business tax reduction was and is expected to result
in economic growth, which would in turn yield tax revenue
increases, not from business, but from a growing
consumer tax base. This estimated growth was fully
anticipated when calculating the benefits of the HST to BC
businesses and the provincial government.

As an illustration of this type of logic, consider the
panel’s rebuttal to concerns that applying the 12% HST to
the price of new houses will damage the residential
construction industry: 

‘For those paying more than $525,000 for a newly built
home, it means paying more sales tax than before. Some
of that impact will be diminished by lower construction
costs that will reduce the price. But the sales tax costs of
buying a newly built home with a price tag above
$525,000 are now higher. Our analysis suggests this
negative impact of the HST will be short-lived. By 2014,
residential construction will rise because the HST system
will increase economic activity, wages and jobs. By 2020,
residential construction will be 1.9% higher under the HST
than it would have been under the PST/GST.’

A similar argument, supported by a misleading graph,
is used to dismiss complaints from the restaurant
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industry.

The Business Bottom Line
The panel says: ‘Our consensus is the HST will be a net
benefit to the economy. But you shouldn’t expect dramatic
results overnight. It’s a tax that offers incremental benefits
over time by:

• Making most businesses more competitive;
• Reducing administrative costs to businesses;
• Reducing the cost of producing goods and services;
• Creating more jobs.
Our panel acknowledges it’s hard to put concrete

numbers to these future benefits.’
The panel assumes that 90% of business HST savings

are passed on to the customer in the form of lower prices.
It’s hard to see how this can all be true, particularly given
the other alternatives available to business: new
investment or increased profits. This is why several recent
studies have concluded that tax reductions for business do
not necessarily result in job creation.

The Consumer’s Bottom Line
The panel’s report includes a calculation that the annual
improvement in the provincial economy will steadily grow
to be worth $820 per family in 2020. Over the eight years
from 2012 to 2020, (and assuming that the family receives

all the benefit from this increase—a 100% ‘trickle-down’
effect!) this could total $3,280 in extra income per family
(the annual net gain would average $410 for each of 8
years). The report also projects the family would pay $350
per year in extra sales taxes; if we assume that doesn’t
increase , that would be $2,800 over eight years (8 x
$350). 

Net total gain for the family is $480 ($3,280 minus
$2,800) over the eight years. Thus, provincial sales taxes
take nearly all the family’s share of the supposed gain in
the provincial economy.

The Government’s Bottom Line
The panel confirms the real purpose of the tax: ‘The HST
taxes the growing part of our economy—services—and will
provide extra revenue to fund hospitals, schools, roads
and other important public services you rely on.’

It goes on to threaten: ‘In contrast, moving back to the
PST/GST will likely mean refunding the federal
government $1.6 billion in transition money and, in the
first year alone, put a $531-million hole in the provincial
budget.’

And finally: ‘It’s your decision.’ 0
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