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Summary

¥ Budget deficits and increasing debt have
become serious fiscal challenges facing the
federal and many provincial governments re-
cently. Since 2007/08, combined federal and
provincial net debt (inflation-adjusted) has
roughly doubled from $1.1 trillion to a projected
$2.1 trillion in 2022 /23.

I Between 2019/20 (the last year before
COVID) and 2022 /23, the combined federal-
provincial debt-to-GDP ratio is expected to
grow from 65.7% to 74.6%. Moreover, the fed-
eral and provincial governments are on track
to have collectively accumulated $395.9 billion
(inflation-adjusted) in total net debt between
2019/20 and 2022 /23, an increase of 23.4%.

I Among the provinces, Nova Scotia has the
highest combined federal-provincial debt-to-
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GDP ratio (92.6%), while Alberta has the low-
est (43.5%). Newfoundland & Labrador has the
highest combined debt per person ($S64,579),
closely followed by Ontario ($59,773). In con-
trast, Alberta has the lowest debt per person in
the country at $42,915.

I Interest payments are a major consequence
of debt accumulation. Governments must
make interest payments on their debt similar
to households that must pay interest on bor-
rowing related to mortgages, vehicles, or credit
card spending. Revenues directed towards in-
terest payments mean that in the future there
will be less money available for tax cuts or gov-
ernment programs such as health care, educa-
tion, and social services.

I The federal and provincial governments
must develop long-term plans to meaningfully
address the growing debt problem in Canada.
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Introduction

Budget deficits and the growth of government
debt have recently re-emerged as key fiscal
challenges facing Canadian governments. Al-
though many provinces recorded surpluses in
2021/22, debt has risen significantly for both
the federal and provincial governments since
the 2008 /09 recession. Specifically, there was
a particularly sharp spike in debt levels in 2020
due to spending associated with the COVID-19
pandemic. The federal government has chosen
to consistently run deficits since the onset of
the global financial crisis more than a decade
ago. Overall net debt' for the federal and all 10
provincial governments is projected to have
grown considerably since 2008 /09, which will
pose significant problems for Canadians and
our public finances in the future.

This research bulletin examines the growth of
government debt in Canada since the 2008 /09
recession, illustrates the differences among the
provinces, and quantifies the burden of govern-
ment debt currently held by Canadian citizens.

Accumulation of government debt

Over the past 15 years, government debt across
Canada has been growing quickly. This accu-
mulation of debt has reversed a positive trend
towards balanced budgets and lower debt bur-
dens that prevailed from the mid-1990s to the
late-2000s at both the federal and provincial lev-
els. This trend more or less lasted until 2007/08.
Combined federal and provincial net debt to-
taled S1.1 trillion that year (in 2022 dollars).

However, the 2008 /09 recession brought this
trend to a halt. Government spending increased

! Throughout this bulletin, the author refers to
debt as net debt, which is defined as financial assets
minus total liabilities.
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dramatically in 2009/10 and every Canadian
government ran deficits in either 2008,/09 or
2009/10. In subsequent years, growing debt
and persistent deficits again became the norm
for the federal and provincial governments.
While several provinces ran operating surpluses
in 2021/22, this is likely to only be a temporary
development. Some of the same governments
are projecting a return to deficits in 2022 /23
and subsequent years.”

Figure 1 demonstrates how combined fed-
eral and provincial net debt has evolved since
2007/08. Notably, data indicate that total net
debt will likely reach nearly $2.1 trillion in
2022/23.

The growth in government debt is not limit-

ed to only a few provinces or one level of gov-
ernment. Real debt levels have risen federally
and in every province between 2007/08 and
2022 /23. Table 1 displays the change in net debt
(inflation-adjusted) for the federal and provin-
cial governments during these years. In just over
a decade, combined federal and provincial debt
has grown by nearly $1.0 trillion, or 83.7%.

Over these 15 years, federal net debt has in-
creased by $582.7 billion (in 2022 dollars), or
83.2%. This stands in stark contrast to the pe-
riod between 1996 /97 and 2007/08 when the
federal government reduced its net debt (in
2022 dollars) by $335.7 billion. Put differently,
in the past 15 years the federal government has
accumulated nearly double the amount of debt
that it repaid in the mid-1990s to late-2000s.

Among the provinces, Alberta experienced
the largest percentage increase in its debt
level at 196.8%. For an extended period, Al-

2 Ontario, Manitoba, Newfoundland & Labrador, and
Nova Scotia are just a few examples of provinces
expecting to return to deficits in 2022 /23.
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Notes:
(i) Debt levels for 2022/23 are based on the latest government projections available at the time of writing.

(ii) Net debt is presented on a consolidated basis in each province.

Sources: Sources: Canada, Department of Finance (20222a; 2022b); Alberta, Ministry of Finance (2022); British Columbia,
Ministry of Finance (2022); Saskatchewan, Ministry of Finance (2022); Manitoba, Ministry of Finance (2022); Ontario, Ministry
of Finance (2022); Québec, Ministere des Finances (2022); Newfoundland & Labrador, Department of Finance (2022); New
Brunswick, Department of Finance (2022); Nova Scotia, Department of Finance (2022); Prince Edward Island, Department of

Finance (2022); Statistics Canada (2022c¢).

berta had consistently increased real program province with the fastest growing debt bur-

spending and ran nearly uninterrupted defi- den over the last decade-and-a-half. How-
cits since 2008/09, regardless of the state ever, Alberta recorded a budgetary surplus in
of the economy. ® In fact, Alberta has moved 2021/22 and is projected to run another sur-
from being the only province in a net finan- plus in 2022 /23 due to an economic rebound
cial asset position in 2007/08 to being the and higher than anticipated non-renewable

resource revenues (Alberta, Ministry of Fi-
nance, 2022). Other provinces such as Mani-

2022 /23, largely due to higher than anticipated toba,.Saskatche.vvan, Ontario,.and British Co-
natural resource revenues stemming from high lumbia have all increased their debt levels

commodity prices for oil and gas. significantly as well.

% Alberta has forecast it will run a surplus in
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Table 1: Federal and Provincial Net Debt
(in billions of 2022 dollars), 2007/08

Compared to 2022/23

Net Debt NetDebt Change Change

2007/08 2022/23 (S billions) (%)
BC 324 56.4 240 741%
AB -47.5 46.0 93.6 196.8%
SK 8.0 15.2 7.2  90.4%
MB 14.3 294 15.0 104.9%
ON 217.1 407.2 190.2 87.6%
QC 169.1 199.6 305 18.0%
NB 9.6 11.7 21 22.0%
NS 16.4 18.0 1.6 9.7%
PEI 1.8 2.5 0.7 39.5%
NL 13.8 16.0 22  16.0%
FED 700.2 1,282.9 582.7 83.2%
FED + 1,135.2 2,085.0 9498 83.7%
PROV

Sources: Figure 1; calculations by authors.

This sizeable growth in provincial debt is an im-
portant development for the future of Canada’s
public finances. Before COVID-19, the federal
government had been increasing its debt lev-
el, while most provinces had been increasing
their debt levels at an even faster rate. Figure

2 shows that the portion of total net debt held
by the federal and provincial governments has
shifted substantially over time. For example,
the federal portion of total government debt
shrunk from 61.7% in 2007/08 to a low of 53.3%
in 2018 /19. However, this trend of shifting debt
burdens was halted, at least temporarily, in
2020 and 2021, as the federal government took
on considerably more debt than its provincial
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counterparts in response to the COVID-19 pan-
demic. Indeed, the federal portion of total gov-

ernment debt grew more than eight percentage
points from 2019 to 2021 to reach 61.4%.

Measures of debt

Government debt is commonly measured rela-
tive to the size of the economy using gross do-
mestic product (GDP). The debt-to-GDP ratio
is a useful way to compare government debt
between different jurisdictions and evaluate
the sustainability of government debt accumu-
lation. Figure 3 shows federal, provincial, and
combined federal-provincial net debt as a share
of the economy in 2007/08 and 2022 /23.

The federal net debt-to-GDP ratio has grown
from 32.7% to 45.9% over this period. Growth in
debt as a share of the economy was not limited
to the federal government during this period.
Provincial net debt as a share of the economy
has increased by more than eight percent-

age points over the last 15 years, from 20.3% to
28.7%. Overall, the combined federal-provincial
debt-to-GDP ratio is projected to climb from
53.1% in 2007/08 to 74.6% in 2022 /23.

Data indicate that seven provinces are likely

to see an increase in their ratio of debt to GDP
between 2007/08 and 2022 /23 (see table 2).
Analysts expect Alberta to have the largest per-
centage point increase in this ratio, which is
projected to grow from -13.4% to 10.3%—an in-
crease of 23.7 percentage points. Manitoba is
projected to have the second largest percent-
age point increase in its ratio, rising by 12.5
points.

Ontario has the highest debt-to-GDP ratio
among the provinces at 38.7% and recorded a
substantial increase in its debt-to-GDP ratio
between 2007/08 and 2022 /23. At 37.8%, New-
foundland & Labrador has the second highest
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Figure 2: Share of Total Net Debt (%) Held by Provincial vs. Federal Governments,
2007/08 to 2022/23
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Sources: Figure 1; calculations by authors.

Figure 3: Federal, Provincial, and Combined Net Debt as a Share of GDP,
2007/08 vs. 2022/23
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Sources: Figure 1; Statistics Canada (2022a); Gu (2022); calculations by authors.
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Table 2: Provincial Net Debt as a
Percentage of GDP (%),

Table 3: Federal and Provincial Net
Debt per Person (in 2022 $), 2007/08

2007/08 and 2022/23 Compared to 2022/23
2007/08 2022/23 Percentage 2007/08  2022/23  Percent
point change
change BC 7,548 10,601 40.4%
- 0,
o 11.9% 15.0% 31 AB 13,526 10,131 174.9%
- SK 7,950 12,697 59.7%
- (o) 0,
A 13.4% 10.3% 237 MB 12,043 20,829 73.0%
[0) 0,
SK 11.2% 14.3% 3.1 ON 17,005 26,952 58.5%
MB 21.2% 33.7% 12.5 ac 21982 99 957 4.4%
ON 26.6% 38.7% 121 NB 12,861 14,409 12.0%
QC 40.6% 35.9% 4.7 NS 17,573 17,685 0.6%
NB 24.9% 26.0% 1.1 PEI 13,267 15,610 17.7%
NS 35.6% 32.6% -3.0 NL 27,145 30,486 12.3%
PEI 29.0% 27.6% -1.4 FED 21,291 32,954 54.8%
NL 35.0% 37.8% 2.8

Sources: Figure 3; calculations by authors.

Sources: Figure 1; Statistics Canada (2022b); calculations by
authors.

debt-to-GDP ratio, followed closely by Que-
bec (35.9%). Quebec, however, is one of only
three provinces to have decreased its debt bur-
den relative to the economy since 2007/08, the
others being Nova Scotia and Prince Edward
Island.

An alternative way to evaluate government debt
is to measure it per person. Debt per person

is important because it demonstrates just how
much government debt, on average, each Ca-
nadian citizen is responsible for repaying. Table
3 presents the estimated federal and provincial
debt per person (in 2022 dollars) in 2007/08
and 2022 /23. Newfoundland & Labrador has
the highest debt per person at $30,486. Ontar-
io has the second highest at $26,952 per per-
son, while Quebec comes in third at $22,957 per
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person. Total federal net debt per person has
risen 54.8% since 2007/08 and is expected to
reach $32,954 this year.

Between 2019/20 and 2022 /23, the combined
federal-provincial debt-to-GDP ratio is ex-
pected to grow from 65.7% to 74.6%. Moreover,
the federal and provincial governments are on
track to have collectively accumulated $566.0
billion in nominal net debt from the last year
before COVID (2019/20) to the end of the cur-
rent fiscal year (2022 /23). In inflation-adjust-
ed terms, total net debt is projected to rise by
$395.9 billion between 2019,/20 and 2022 /23,
an increase of 23.4%.

Further, according to the federal government’s
2022 /23 fall fiscal update, this growth in gov-
ernment debt is far from over. The federal gov-
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Table 4: Combined Federal and Provincial Net Debt, 2022/23

Provincial Federal portion Combined Net debt as a Net debt
net debt of net debt net debt percentage of per person

($ billions) ($ billions) ($ billions) GDP (%) ($)
BC 56.4 173.8 230.2 61.2 43,271
AB 46.0 148.9 195.0 43.5 42,915
SK 15.2 40.0 55.2 52.1 46,180
MB 294 46.7 76.1 874 53,998
ON 407.2 495.9 903.1 85.7 59,773
QC 199.6 290.1 489.7 88.0 56,320
NB 11.7 26.6 38.3 85.2 47,176
NS 18.0 33.2 51.2 92.6 50,248
PE 2.5 54 7.9 86.0 46,492
NL 16.0 17.9 34.0 80.0 64,579

Note: The combined federal and provincial net debt is a total of provincial net debt and the federal portion. The federal net
debt is allocated to each of the provinces based on a 5-year average (2017-2021) of their population as a share of Canada’s
total population.

Sources: Figure 1; Statistics Canada (2022a and 2022b); Gu (2022); calculations by authors.

ernment is expecting that net debt will increase ~ Allocating federal debt to the provinces
6.8% by 2027/28 and reach almost $1.4 trillion
(DOF, 2022). Several provinces are also poised
to continue accumulating debt for the foresee-
able future. This includes provinces such as
Ontario, which is not projected to balance its
budget until after 2024 /25.

Canadians face different debt burdens depend-
ing on the province in which they live and there
are several different methods that can be used
to allocate federal debt to each province. Prov-
inces can be allocated federal debt based on
their share of federal revenues, the total pop-
ulation, or Canada’s gross domestic product
(GDP). For simplicity’s purposes, this bulletin
allocates federal debt to each province based
on their share of the total Canadian population
(per capita basis).

Canadian governments have collectively in-
creased debt since 2007/08 and have decisive-
ly broken from the era of fiscal prudence that
lasted from the mid-1990s through to the late-
2000s. A long-term plan to return to balanced

budgets post-COVID is necessary if Canadian Table 4 shows the level of provincial govern-
governments are going to begin the difficult ment debt, each province’s share of the federal
task of stemming debt accumulation and even- debt, and the combined federal and provincial
tually reducing the debt burden. debt in each province. Again, federal debt is

distributed based on each province’s share of
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the total Canadian population (5-year average),
which is derived from Statistics Canada data
(see Statistics Canada 2022b).* The table also
displays the combined federal-provincial debt
in each province both as a share of its GDP and
per-person.

The combined federal-provincial debt burden
as a share of the economy ranges from a low
of 43.5% in Alberta to a high of 92.6% in Nova
Scotia. Quebec has the second highest debt
burden relative to GDP at 88.0%.

Newfoundland & Labrador has the highest
combined debt per person (S64,579), closely
followed by Ontario ($59,773). In contrast, Al-
berta has the lowest debt per person in the
country at $42,915.

Why growing government debt is
a problem

various studies and reports have found that
there is a negative relationship between gov-
ernment debt and economic growth (Reinhart
and Rogoff, 2010; Woo and Kumar, 2014; Chu-
dik et al., 2015; Eberhardt and Presbitero, 2015;
Swamy, 2015; Egert, 2015; Congressional Bud-
get Office, 2019). In particular, government debt
has a significant effect on private investment.

Long-term interest rates can rise, as they are
doing now, when government debt expands,
which increases the cost of borrowing in the
private sector. Higher borrowing costs can re-
duce the incentive for private capital invest-
ment. Declining investment levels then pose
great challenges to the country’s ability to en-

* In a previous version of this bulletin, federal debt
was allocated to provinces based on a 5-year aver-
age (2013-2017) of net federal tax payable by prov-
inces as a share of Canada’s total net federal tax
payable.
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hance productivity and can reduce future eco-
nomic performance. Growing debt can also
cause governments to raise taxes to pay back
debt or finance their interest payments, which
in turn impedes economic growth.

Interest payments, or debt servicing costs, are
another consequence of debt accumulation.
Like households, governments are required to
pay interest on their debt. Revenues directed to-
wards interest payments leave less money avail-
able for government programs such as health
care, education, social services, or tax relief.

Conclusion

The debt burden for families across Canada has
been growing substantially for more than a de-
cade. As was the case in the 1970s to mid-1990s,
deficit spending and debt accumulation have
become the norm for the federal and many
provincial governments. Since 2007/08, total
net debt (inflation-adjusted) has nearly doubled
in absolute dollar terms. Rising government
debt has severe consequences for Canadians as
more and more resources are directed toward
interest payments and away from programs
that help families or improve Canada’s econo-
mic competitiveness. As we emerge from the
COVID-19 pandemic, the federal and provincial
governments must develop long-term plans to
meaningfully address the growing debt prob-
lem in Canada.

References

Alberta, Ministry of Finance (2022). 2022-23
Mid-Year Fiscal Update and Economic State-
ment. Government of Alberta.

British Columbia, Ministry of Finance (2022).
Second Quarterly Report November 2022. Gov-
ernment of British Columbia.

FRASER RESEARCH BULLETIN 8



The Growing Debt Burden for Canadians: 2023 edition

Canada, Department of Finance [DOF] (2022a).
Fiscal Reference Tables 2022. Government of
Canada.

Canada, Department of Finance [DOF] (2022b).
Fall Economic Statement 2022. Government of
Canada.

Chudik, Alexander, Kamiar Mohaddes, M. Ha-
shem Pesaran, and Mehdi Raissi (2015). Is
there a Debt-threshold Effect on Output
Growth? IMF Working Paper WP/197. Interna-
tional Monetary Fund.

Congressional Budget Office (2019). The 2019
Long-Term Budget Outlook. Congress of the
United States.

Eberhardt, Markus, and Andrea F. Presbitero
(2015). Public Debt and Growth: Heterogene-
ity and Non-linearity. Journal of International
Economics 97, 1 (September): 45-58.

Egert, Balazs (2015). The 90% Public Debt

Threshold: The Rise and Fall of a Stylized Fact.

Applied Economics 47, 34-35: 3756-3770.

Gu, Laura (2022, December 19). Scotiabank’s
Provincial Outlook: Growth to Grind to a Halt
Next Year in Most Provinces. Provincial Anal-
ysis. Scotiabank. <https: //www.scotiabank.
com/ca/en/about/economics/economics-
publications /post.other-publications.the-
provinces.scotiabank-s-provincial-outlook-
-december-19--2022-.html>, as of December
20, 2022.

Manitoba, Ministry of Finance (2022). 2022/23
Mid-Year Report Fiscal and Economic Update.
Government of Manitoba.

Newfoundland & Labrador, Department of Fi-
nance (2022). 2022-23 Fiscal and Economic
Update. Government of Newfoundland & Lab-
rador.

fraserinstitute.org

New Brunswick, Department of Finance (2022).
Fiscal and Economic Update Second Quarter
2022-2023. Government of New Brunswick.

Nova Scotia, Department of Finance (2022).
Forecast Update December 2022. Government
of Nova Scotia.

Ontario, Ministry of Finance (2022). 2022 On-
tario Economic Outlook and Fiscal Review.
Government of Ontario.

Prince Edward Island, Department of Finance
(2022). 2022 Fiscal and Economic Update. Gov-
ernment of Prince Edward Island.

Québec, Ministere des Finances (2022). Update
on Quebec’s Economic and Financial Situation
Fall 2022. Government of Québec.

Reinhart, Carmen, and Kenneth Rogoff (2010).
Growth in a Time of Debt. American Economic
Review 100, 2 (May): 573-78.

Saskatchewan, Ministry of Finance (2022).
2022-23 Mid-Year Report. Government of Sas-
katchewan.

Statistics Canada (2022a). Table 36-10-
0221-01: Gross Domestic Product, Income-
based, Provincial and Territorial, Annu-
al (x 1,000,000). Government of Canada.
<https: //www1l50.statcan.gc.ca/tl/tbll /en/
tv.action?pid=3610022101>, as of November 14,
2022.

Statistics Canada (2022b). Table 17-10-0005-
01: Population Estimates on July 1, by Age
and Sex. Government of Canada. <https: //
wwwl50.statcan.gc.ca/tl/tbll /en/
tv.action?pid=1710000501>, as of November
14, 2022.

Statistics Canada (2022c). Table 18-10-0005-01:
Consumer Price Index, Annual Average, Not
Seasonally Adjusted. Government of Canada.
<https: //www1l50.statcan.gc.ca/tl/tbll /en/

FRASER RESEARCHBULLETIN 9


https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1710000501
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1710000501
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1710000501

The Growing Debt Burden for Canadians: 2023 edition

tv.action?pid=1810000501>, as of November
14, 2022.

Swamy, Vighneswara (2015). The Dynamics of
Government Debt and Economic Growth. IEG
Working Paper 359. Institute of Economic
Growth.

Woo, Jaejoon, and Manmohan S. Kumar (2014).
Public Debt and Growth. Economica 82, 328
(October): 705-739.

fraserinstitute.org

Jake Fuss is Associate Director of
Fiscal Studies at the Fraser Institute.
He holds a Bachelor of Commerce
and a Master’s Degree in Public Pol-
icy from the University of Calgary.
His research covers a wide range of
policy issues including government
spending, debt, taxation, labour
policy, and charitable giving.

Acknowledgments

The author would like to acknowledge the
contributions of Conrad Eder and express
appreciation to the anonymous review-

ers of this paper. Any remaining errors or
omissions are the sole responsibility of the
author. As the researcher has worked in-
dependently, the views and conclusions ex-
pressed in this paper do not necessarily re-
flect those of the Board of Directors of the
Fraser Institute, the staff, or supporters.

Copyright © 2023 by the Fraser Institute. All rights
reserved. Without written permission, only brief pas-
sages may be quoted in critical articles and reviews.

ISSN 2291-8620

Media queries: For media enquiries, please contact
our communications department via e-mail: commu-
nications@fraserinstitute.org; telephone: 604.714.4582.

Support the Institute: call 1.800.665.3558, ext. 574
or e-mail: development@fraserinstitute.org

Visit our website: www.fraserinstitute.org

FRASER RESEARCH BULLETIN 10



	The Growing Debt Burden for Canadians: 2023 Edition
	Summary
	Introduction
	Accumulation of government debt
	Measures of debt
	Allocating federal debt to the provinces
	Why growing government debt isa problem
	Conclusion
	References
	Acknowledgments
	About the author



