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Summary

In recent years, deficit spending and growing gov-
ernment debt have become a trend for many Can-
adian governments. Like households, governments
are required to pay interest on their debt.

In aggregate, the provinces and federal govern-
ment are expected to spend $81.8 billion on inter-
est payments in 2023/24.

Residents of Newfoundland & Labrador face by far
the highest combined federal-provincial interest
payments per person ($3,225). Manitoba is the
next highest at $2,728 per person.

The federal government will spend $S46.5 billion
on debt servicing charges in 2023/24, which is
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nearly what the government expects to spend on
the Canada Health Transfer ($49.4 billion), and sig-
nificantly more than it expects to spend on child-
care benefits ($31.2 billion).

Combined federal-provincial interest costs in
Ontario (S31.5 billion), Quebec ($20.3 billion), and
Alberta ($8.6 billion) are nearly as much, or more
than, what these provinces will spend on K-12 edu-
cation in 2023/24.

Meanwhile, combined federal-provincial inter-
est costs for British Columbians ($9.6 billion) are
higher than what the province expects to spend on
its social services this year.
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Introduction

For more than a decade, deficit spending and grow-
ing government debt have become a trend for many
Canadian governments. Although many provinces
recently recorded surpluses in 2021/22, several of
those (most notably Ontario and Quebec) returned
to deficits the following year, in 2022/23. Overall,
debt has risen significantly for both the federal
and provincial governments since the 2008/09
recession. Combined federal-provincial net debt
is expected to reach a record high $2.2 trillion in
2023/24.1 It is expected this trend will continue for
the foreseeable future, as most governments project
they will continue running deficits in 2023/24.

This accumulation of government debt has not only
long-term, but also immediate costs. Like house-
holds, governments are required to pay interest
on their debt. These interest payments consume
resources that would otherwise be used for pub-
lic priorities that would help families or improve
Canada’s economic competitiveness. As a result, less
revenue may be available in the future for tax relief
or to support health care, education, and social ser-
vices. Of particular note, the Bank of Canada has
aggressively raised interest rates over the last two
years to combat high inflation. This has contributed
to rising interest payments for many Canadian gov-
ernments in 2023/24.

This research bulletin examines the current level
of government spending on interest payments in
order to put these costs into perspective for Canadi-
ans. In particular, it highlights the financial burden
that interest costs place on families and shows the
amount of revenue being spent to service the debt
in comparison to other government budget items.

Current interest payments

The accumulation of government debt since the
2008/09 recession has added to the billions of

dollars of interest costs Canadian governments
incur each year. Interest payments are now a consid-
erable budget expense for the federal and many pro-
vincial governments. Table 1 displays the expected
amount of interest that Canadian governments will
pay in 2023/24. The table also shows those interest
payments as a percentage of total government rev-
enues for the federal and provincial governments.
This highlights the share of government resources
directed to interest costs and provides a sense of
their significance compared to other priorities.

Table 1: Federal and provincial interest costs, 2023/24

INTEREST COSTS
INTEREST COSTS AS A PERCENT OF
(IN MILLIONS OF $) REVENUE (%)
BC 3,257 42
AB 3,157 42
SK 823 42
MB 2,193 10.1
ON 13.449 6.7
ac 9.867 6.6
NB 548 44
NS 790 53
PE 165 55
NL 1,052 10.6
FED 46,500 10.2
TOTAL 81,802 7.9
Note:

Interest costs for 2023/24 are based on the latest government
projections available at the time of writing.

Sources: Canada, Department of Finance (2023a); Alberta, Min-
istry of Finance (2023); British Columbia, Ministry of Finance
(2023); Saskatchewan, Ministry of Finance (2023); Manitoba,
Ministry of Finance (2023b); Ontario, Ministry of Finance
(2023); Québec, Ministére des Finances (2023); Newfoundland &
Labrador, Department of Finance (2023a; 2023b); New Bruns-
wick, Department of Finance (2023); Nova Scotia, Department
of Finance (2023); Prince Edward Island, Department of Finance
(2023); calculations by authors.

1 Combined federal-provincial net debt is calculated using government net debt estimates reported in the various federal and provincial

fiscal updates. Refer to the references section for the complete list of these sources.
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Federal interest payments are expected to reach
$46.5 billion, or 10.2 percent of total federal rev-
enues, in 2023/24. In other words, the federal gov-
ernment is currently spending more than 10 cents
of every dollar in revenue on interest payments.

Among the provinces, current projections suggest
Newfoundland & Labrador will dedicate the largest
percentage of its revenue to interest payments at
10.6 percent. Manitoba comes second—spending
10.1 percent of revenues on interest.? Ontario and
Quebec (Canada’s two most populous provinces)
follow Manitoba by spending 6.7 percent and 6.6
percent of their provincial revenues on interest

payments, respectively. In aggregate, the provinces
and federal government will spend $81.8 billion on
interest payments this year.

It is also important to mention that these inter-
est payments come at a time when interest rates
have been rising. Should interest rates rise more
in the future, the cost of borrowing would increase
over time.? Under those circumstances, even more
resources would need to be directed towards inter-
est payments for governments with high debt lev-
els, such as Newfoundland & Labrador and Que-
bec. Growing interest costs as a percentage of the
economy could lead to a vicious cycle where more

Table 2: Combined federal and provincial interest costs, 2023/24

PROVINCIAL FEDERAL PORTION COMBINED
INTEREST COSTS OF INTEREST COSTS INTEREST COSTS COMBINED INTEREST
($ MILLIONS) ($ MILLIONS) ($ MILLIONS) COSTS PER PERSON ($)
BC 3,257 6.315 9.572 1,764
AB 3,157 5.405 8,562 1,854
SK 823 1,443 2,265 1,880
MB 2,193 1,691 3,884 2,728
ON 13.449 18,003 31,452 2,048
ac 9.867 10,480 20,347 2,323
NB 548 963 1,512 1,846
NS 790 1,205 1,996 1,931
PE 165 198 363 2,084
NL 1,052 641 1,693 3,225

Note: The combined federal and provincial interest cost is a total of provincial interest costs and the federal portion. The

federal interest cost is allocated to each of the provinces based on a 5-year average (2018-2022) of their population as a

share of Canada’s total population.

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

2 Manitoba’s reported debt interest costs and revenues for the years 2018/19 to 2022/23, as restated in Manitoba (2023a), are signifi-
cantly higher than previously reported values for those same years from Canada, Department of Finance (2023b). Increases in reported

revenues are the result of a change to the estimation methodology for personal and corporate tax revenues. Increases in reported debt

charges are the result of an accounting policy change on the presentation of Manitoba Hydro debt—the interest recovery is now reported

as income and expense. These methodological changes have also been applied to estimates for 2023/24, as reported in Manitoba (2023b).

3 This would be a gradual change which would occur as debt is rolled over. Similarly, the effects of past rate changes are only now beginning

to be felt. If both interest rates and debt grow, then expenditures on interest payments will grow in government budgets as well.
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revenue is required to finance government debt,
leaving less resources for the private sector. This
could also raise the spectre of tax increases to
finance the increased debt burden, which could
undermine investor confidence.

Burden on Canadians

Federal and provincial interest payments are ulti-
mately paid by Canadians in the form of taxes. Table
2 shows the combined federal and provincial inter-
est costs in total dollars and per person for 2023/24
for each province. Federal interest payments were
allocated to the provinces based on a 5-year average
(2018-2022) of their share of the total Canadian
population.®

Residents in Newfoundland & Labrador face by far
the highest combined per-person federal-provin-
cial interest payments ($3,225). Manitobans face
the next highest combined interest payments at
$2,728 per person. Quebec ranks third highest at
$2,323 per person—representing $20.3 billion in
total annual interest payments. In contrast, Brit-
ish Columbians face the lowest per-person interest
costs in the country ($1,764). These values make
it clear that government debt is now a substantial
burden for Canadian taxpayers to bear.

Notably, however, interest payments incurred by
local governments are excluded from these num-
bers.® Generally, local governments are unable to
accumulate much debt because provinces place
regulations and restrictions on local government
debt. However, local interest costs did account for

4.4 percent of total government interest expenses
in Canada in 2022/23 (the latest year of available
data). Once local interest costs are included, total
interest payments in Canada increase by billions
more.

Interest costs in perspective

When interest costs rise, fewer resources remain
for tax relief and important public programs. To
put this into perspective, interest costs will now be
compared with other government spending initia-
tives, sources of government revenue, and other
budgetary items. In addition to exploring the fed-
eral government and the country as a whole, this
section will provide comparisons for the four most
populous provinces (Ontario, Quebec, Alberta, and
British Columbia).

Federal interest costs

For the federal government, interest expenses are
expected to equal $46.5 billion in 2023/24 (Can-
ada, Department of Finance, 2023a). To illustrate
the magnitude of this cost, figure 1 shows how this
compares to other spending items in the federal
budget. For instance, the amount spent on interest
payments this year is expected to be nearly as much
as the federal government will pay out to provinces
through the Canada Health Transfer—the federal
government’s primary mechanism to ensure com-
parable levels of healthcare across the country.
Interest payments are also significantly more than
the $31.2 billion the federal government expects
to spend on childcare benefits this year. Clearly, a

4 Newfoundland & Labrador and Quebec are the provinces with the most debt as a share of their economy.

5 This represents a minor change from the 2020 version of this bulletin. Federal interest payments were previously allocated to provinces

based on a 5-year average (2013-2017) of net federal tax payable by provinces as a share of Canada’s total net federal tax payable. The

most pronounced difference is that the previous method allocated more federal interest payments to Alberta and less to Quebec than the

current method.

6 Public Accounts data for federal and provincial interest costs are not directly comparable to the Statistics Canada data pertaining to local

interest costs. However, Statistics Canada data indicate that local governments incurred $3.6 billion in interest expenses in 2022/23 (the

latest year of available data). See Statistics Canada, 2023b.
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Figure 1: Federal interest costs compared to other budget
items, 2023/24
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Source: Canada, Department of Finance (2023a).

Figure 2: Ontario’s federal and provincial combined interest
costs compared to other budget items, 2023/24
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Source: Table 2; Ontario Ministry of Finance (2023); calculations
by authors

significant amount of resources is being directed
towards interest costs.

Interest costs in Ontario

In 2023/24, the Ontario government will spend
$13.4 billion on interest costs alone. This is over
$1.0 billion more than what the province spends on
post-secondary education ($12.1 billion) and trans-
lates into well over $1.0 billion in interest costs each
month (Ontario, Ministry of Finance, 2023). Debt
is expected to continue rising for the foreseeable
future, which means that interest costs are likely to
increase further compared to other spending items.
According to the 2023 fall fiscal update, interest
costs are projected to grow at an average annual
rate of 7.0 percent between 2022/23 and 2024/25.
In contrast, the annual growth rate on spending for
health care is expected to be 5.3 percent. Put sim-
ply, interest costs are one of the fastest growing line
items in the Ontario budget.
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Ontarians are also responsible for paying a portion
of the federal interest costs. The combined federal-
provincial interest costs for Ontario will total $31.5
billion in 2023/24 (see figure 2). This is almost as
much money as the $34.7 billion Ontario plans to
spend on K-12 education in 2023/24.

Interest costs in Quebec

The Quebec government expects provincial inter-
est costs will equal $9.9 billion in 2023/24 (Québec,
Ministére des Finances, 2023). Provincial interest
expenses are projected to be more than the amount
Quebec received from the Canada Health Transfer
($8.8 billion in 2023/24). However, Quebeckers are
also responsible for $10.5 billion in federal interest
costs. This allocation means that total interest pay-
ments paid by Quebeckers this year could amount
to $20.3 billion (figure 3). That is more than the
province projects it will spend on K-12 education
($19.9 billion) in 2023/24.
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Figure 3: Quebec's federal and provincial combined interest

costs compared to other budget items, 2023/24
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calculations by authors.

Figure 4: British Columbia’s federal and provincial combined
interest costs compared to other budget items, 2023/24
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Interest costs in British Columbia

Even though British Columbians face one of the
lowest debt burdens in the country, interest costs
are still a considerable expense for the provincial
government. Figure 4 shows that the BC govern-
ment expects to spend $3.3 billion on interest
payments in 2023/24. This is more than what the
province expects to generate in revenue from the
carbon tax ($2.7 billion) (British Columbia, Min-
istry of Finance, 2023). The province’s share of
federal interest costs ($6.3 billion) increases the
total interest bill for British Columbians to approxi-
mately $9.6 billion. Overall interest expenses for
BC are higher than what the province expects to
spend on social services this year ($9.1 billion).

Interest costs in Alberta

Recently, interest costs have been rising in Alberta.
From the 1990s to mid-2000s, the province sub-
stantially reduced debt (and eventually eliminated
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it). However, the province’s financial health dete-
riorated significantly in 2016/17 when debt once
again began to accumulate during an economic
recession. In a relatively short time, the province’s
annual interest costs grew from less than $1 bil-
lion in 2015/16 ($776 million) to $3.2 billion in
2023/24. Spending on interest payments this year
is larger than the amount the province expects to
spend on the department of Children and Family
Services (see figure 5).

After accounting for the province’s portion of fed-
eral interest costs, the combined federal-provincial
interest costs in Alberta amount to $8.6 billion in
2023/24. Figure 5 shows the magnitude of total
government interest payments in Alberta com-
pared to the province’s other budget items. Simi-
lar to Ontario and Quebec, Alberta’s expenditure
on interest costs is nearly as much as the province
plans to spend on K-12 education this year (Alberta,
Ministry of Finance, 2023).
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Figure 5: Alberta’s federal and provincial combined interest
costs compared to other budget items, 2023/24
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Figure 6: Consolidated government interest costs
compared to other expenditures, 2022/23
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Sources: Statistics Canada (2023a; 2023b).

Overall interest costs’

In total, interest costs for Canadian governments
(federal, provincial, and local) amounted to $81.9
billion in 2022/23 (the latest year of available data).
As figure 6 illustrates, this is more than the amount
spent on public K-12 education in Canada ($81.5
billion in 2020/21, the latest year of available data).
Moreover, total interest costs also exceeded spend-
ing on pension benefits ($79.7 billion) acquired
through the Canada and Quebec Pension Plans (CPP
and QPP) in 2022/23. These comparisons enable us
to demonstrate the scale of interest costs across the
country. They also provide a sense of the extent to
which debt accumulation diverts resources away
from important public priorities.

Conclusion

This bulletin shows that deficit spending and gov-
ernment debt come at a substantial cost to Canadi-
ans. More resources are typically directed to inter-
est payments when government debt rises. This is
money that has been shifted away from important
public priorities like tax relief and spending on
health care, education, and social services. Cana-
dian governments must develop plans to address
the trend of growing interest costs, as failing to do
so will have adverse consequences for Canadian
families in the coming years.

7 Data discussed in this section come from Statistics Canada. As mentioned earlier, these data are not comparable to the combined federal-

provincial data illustrated earlier, which come from the Public Accounts.
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