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Debt, Deficit, Surplus 
 

A government has a deficit if it spends more money than it takes in during a year.  

(i.e. expenditures exceed revenues)  

 

A government has a surplus if it spends less money than it takes in during a year.  

(i.e. expenditures are less than revenues) 

 

➢ What do governments (federal and provincial) spend money on? 
 

eg social programs, (i.e. health care, education, employment insurance, pensions, welfare) 

defence, transportation, foreign aid, government employee salaries, subsidies to industries, 

interest payments on debt, etc. 

 

In Canada, according to the Constitution the provinces are primarily responsible for health 

care and education; however, the federal government takes in the most revenue via sources 

such as income tax and GST; hence the federal government redistributes money to the 

provinces for these social programs via: 

 

▪ Transfer payments (each province receives these) 

 

▪ Equalization payments – a portion of federally collected tax revenues from 

the “have provinces” is transferred to the “have nots” to keep up their 

standard of living; this is determined using an existing formula. Each year, 

the formula determines in which category a province falls into. The practice 

was first introduced in 1957.  

 

“British Columbia, Alberta, Saskatchewan, Newfoundland and Labrador have not 

received equalization payments at least since 2010, a trend that will continue in the 2019-

2020 period, according to Department of Finance data. Ontario joins those four provinces 

for 2019-2020 and will not receive equalization, a first since 2010 for the country’s most 

populous province. Its last equalization payment in 2018-2019 came to $963 million. 

Quebec gets the highest amount, a consistent trend since 2010, and received $11.7 billion in 

2018-2019. Government data shows Quebec is expected to collect $13.1 billion in 2019-2020. 

Manitoba will receive $2.2 billion, followed by New Brunswick and Nova Scotia with $2 

billion, and Prince Edward Island with $419 million.” 
Source: https://www.houston-today.com/local-news/quebec-to-get-13-1-billion-for-2019-2020-in-federal-equalization/ 

 

➢ How do governments get money? 
 

eg taxes [i.e. GST/PST (some provinces - HST), income tax, carbon tax, 

property tax - municipal gov., corporate taxes], tariffs and duties at the border, various 

fees (i.e. driver’s / fishing / marriage / business licences, environmental handling fees), tolls 

on roads and bridges in some provinces, lottery tickets, liquor sales in some provinces (eg 

BC), equalization payments for “have not” provinces, investment bonds which are 

purchased by Canadians and foreign investors, etc. 

https://www.houston-today.com/local-news/quebec-to-get-13-1-billion-for-2019-2020-in-federal-equalization/
https://www.recyclemyelectronics.ca/bc/residential/environmental-handling-fee-ehf/
https://tollguru.com/toll-wiki/canada-toll
https://tollguru.com/toll-wiki/canada-toll
https://www.bankofcanada.ca/rates/interest-rates/canadian-bonds/
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➢ The debt is all the deficits from previous years added together. 

 

Analogy:  The debt is how big a hole one has dug for one’s self; the deficit is how much one 

digs the hole deeper each year; if one has a surplus, one could start to fill the hole in. 

 

The Federal Government in Ottawa 
 

➢ 2007 Debt (before the recession of 2008-2009) - $467.3 billion  

▪ = ~$14 000 per person 

(i.e. $467.3 billion / 33 220 952) 

▪ Debt / GDP ratio = ~37%  

(i.e. $467.3 billion / $1.266 trillion) 

Recall – Gross Domestic Product is the money value of all goods and services 

produced within a jurisdiction (i.e. a country) each year.  Ultimately, the 

lower your Debt / GDP ratio = the greater your nation’s ability to pay back 

its debt based on the strength of its economy. 

 

➢ 1997 Debt (peak debt before present) - $562.8 billion 

▪ =~$19 000 per capita 

(i.e. $562.8 billion / 29,907,172)  

▪ Debt / GDP ratio = ~66% 

(i.e. $562.8 billion / $856.13 billion) 

 

➢ 1974 Debt - $19 billion 

▪ =~$833 per capita 

($19 billion / 22,808,446) 

▪ Debt / GDP ratio = ~12% 

($19 billion / $152.11 billion)  
 

Sources: 

“Budget surplus is 10th in a row.” The Vancouver Sun 28 Sept. 2007: A44.  

Quick Canadian Facts. 39th edition. 

http://en.wikipedia.org/wiki/List_of_population_of_Canada_by_years 

http://www.sjsu.edu/faculty/watkins/canadagdp.htm 

 

Factors Contributing to the dramatic rise in the national debt from the mid-

1970s into the 1990s: 
 

➢ Over the course of the 20th Century especially after WWII (1939-1945), the 

Canadian federal government greatly increased its involvement in the lives of 

Canadians with the creation of popular social programs such as universal public 

health care, expanded public education opportunities, the Canada Pension Plan, and 

other initiatives. 

 

➢ The country’s economy enjoyed great prosperity after WWII into the early 1970s 

and therefore could afford to continue to expand these social programs.  With the 

OPEC Crisis* starting in 1973, Canada entered a recession with its highest 

http://en.wikipedia.org/wiki/List_of_population_of_Canada_by_years
http://www.sjsu.edu/faculty/watkins/canadagdp.htm
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unemployment rate since the Great Depression (1930s) along with rising inflation 

and interest rates.[*OPEC (Organization of Petroleum Exporting Countries) cut oil 

production and exports to nations supporting Israel beginning in 1973. War had 

broken out in the Middle East between Israel and its Arab neighbours.  The price of 

oil and gasoline jumped ~400% almost overnight. 

➢ The downturn in the economy in the 1970s curtailed government revenues and 

rather than cutting back on spending on popular programs, the government decided 

to borrow more money to keep up the standard of living.  High interest rates in the 

1980s also contributed to spiraling debt.  Moreover, through the 1980s and into the 

1990s, health care costs rose rapidly with new drugs and technologies and the 

population starting to age.  The debt hit an initial peak in 1997.  At that time, 38 

cents of every dollar the federal government took in went just to make interest 

payments on the debt.  In 2004, that figure was down to  21 cents of every dollar for 

a total of $35.4 billion annually in interest payments.  In 2008, interest payments on 

the debt accounted for 15% of federal spending at ~$31.5 billion. 

 

How do governments get debts and deficits under control? 
 

a)  Increase Revenues  How? 

➢ One view:  Raise taxes 

➢ Another View:  Lower taxes to stimulate the economy; lose revenue in the short 

term but gain revenue as people start to spend more money and new jobs are 

created. 

 

➢ Sell off government assets / privatize businesses or contract out more services to the 

private sector (eg postal outlets) 

 

b)  Cut Expenditures (i.e. cut spending) 

 

Note:  Lower Interest Rates also help. 

 

How did the federal government eliminate Canada’s federal deficit and begin 

to reduce its debt? 
 

➢ In the mid to late 1990s, Prime Minister Chretien and Finance Minister Paul Martin 

took steps to eliminate the deficit by cutting spending - 

o $25.3 billion over three years in areas such as: 

▪ transfer payments to the provinces for post-secondary education, 

welfare, and health care  Note: the federal share of health care 

funding fell from 50% to below 20%. Provinces made cuts to health 

care and raised tuition fees for university. 

▪ subsidies to business were removed  

▪ 40 000 civil servants were let go 

▪ cuts to defence spending 

➢ Martin rejected the idea of raising taxes  
Source: Cranny, Michael and Garvin Moles.  Counterpoints: Exploring Canadian Issues.  Toronto: 

           Prentice Hall, 2001.  
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➢ Canada’s economy became much stronger as the 1990s progressed and into the 21st 

century which increased government revenues aiding in the elimination of the 

deficit and reducing the debt.  Lower interest rates also reduced debt charges.  The 

federal government experienced annual surpluses from 1997 to 2007 posting a $14.2 

billion surplus for the 2006-2007 fiscal year and the overall federal debt came down 

almost $100 billion from its initial peak in 1997. 
Source:  “Budget surplus is 10th in a row.” The Vancouver Sun 28 Sept. 2007: A44.   

 

Comparison with the United States: 
 

The Federal Government in Washington, DC 

➢ Sept. 26, 2008 Debt (near the start of the recession) - $9.8 trillion 

▪ = ~$32,000 per person 

(i.e. $9.8 trillion / 304,793,841) 

▪ Debt / GDP ratio = ~70%  

(i.e. $9.8 trillion /$13.84 trillion) 

 

 
Sources: 

http://www.brillig.com/debt_clock/ 

http://en.wikipedia.org/wiki/United_States_public_debt 

http://www.census.gov/cgi-bin/ipc/agggen 

http://en.wikipedia.org/wiki/Demographics_of_the_United_States 

 

Why did government debt go up dramatically again in the United States and 

Canada from 2008-2014? 
➢ Both federal governments ran record setting deficits in 2009 (eg Canada ~$55 billion    

USA~$1.4 trillion) and continued to run large annual deficits thereafter 

➢ With the global economic crisis from the Fall of 2008 into 2009 and slow recovery 

afterwards, government revenues fell with higher unemployment (less personal 

income tax coming in) and less taxes from businesses 

http://upload.wikimedia.org/wikipedia/en/e/e0/US_Federal_Debt%28gross%29.JPG
http://www.brillig.com/debt_clock/
http://en.wikipedia.org/wiki/United_States_public_debt
http://www.census.gov/cgi-bin/ipc/agggen
http://en.wikipedia.org/wiki/Demographics_of_the_United_States
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➢ Both governments spent billions to try to stimulate the economy with public works / 

infrastructure projects and tax breaks / cash rebates  

(eg in Canada - home renovation tax credit, in USA - cash for clunkers) 

➢ US gov. spent billions to bail out financial institutions and General Motors (Note:  

The Canadian gov. also contributed to the bailout of GM but banks in Canada did 

not fail like in the USA due to stricter lending practices) 

➢ Canadian gov. did not cut back on transfer payments to the provinces for social 

programs and Employment Insurance Payments increased with rising 

unemployment 

 

Note: For the fiscal year Apr. 1, 2014 to Mar. 31, 2015, Canada posted an annual surplus 

of $1.9 billion. This return to an annual surplus was not expected for another year as a $2 

billion deficit had been projected. The United States continued to run an annual deficit. 

Source: http://www.torontosun.com/2015/09/14/surprise-surplus-lifts-tory-fortunes 

 

For the fiscal year Apr. 1, 2015 to Mar. 31, 2016, PM Harper’s government projected a 

surplus of $1.4 billion (Source: http://news.nationalpost.com/news/canada/canada-federal-budget-2015-

tories-slice-out-a-budget-surplus-in-pre-election-books), but upon taking office in Nov. 2015, PM 

Trudeau’s government revised that projection to a $3 billion deficit [see below]. A major 

part of the switch in projection was due to continued low world oil processes which hurts 

government revenues. Source: http://www.cbc.ca/news/business/morneau-fiscal-update-1.3327571  

 

 
Updates: For the first 11 months of the 2015-2016 fiscal year, the federal government ran a $7.54 billion 

surplus. Source: http://www.cbc.ca/news/business/ottawa-federal-surplus-deficit-1.3559175  

Therefore, when Mr. Trudeau took Office in Nov. 2015, the government was in an annual surplus position. 

Mr. Trudeau promised during the election campaign in 2015 that his government would not run more than 

$10 billion per year in deficits during the first three years in Office largely due to infrastructure spending and 

then be back to a balanced budget or surplus position by 2019-2020.  

Source: http://www.cbc.ca/news/politics/canada-election-2015-liberals-infrastructure-deficits-1.3205535 

The initial projections upon taking Office on the previous graph reflect this promise. 

http://www.torontosun.com/2015/09/14/surprise-surplus-lifts-tory-fortunes
http://news.nationalpost.com/news/canada/canada-federal-budget-2015-tories-slice-out-a-budget-surplus-in-pre-election-books
http://news.nationalpost.com/news/canada/canada-federal-budget-2015-tories-slice-out-a-budget-surplus-in-pre-election-books
http://www.cbc.ca/news/business/morneau-fiscal-update-1.3327571
http://www.cbc.ca/news/business/ottawa-federal-surplus-deficit-1.3559175
https://twitter.com/ontarioisproud/status/1088156524520882176
http://www.cbc.ca/news/politics/canada-election-2015-liberals-infrastructure-deficits-1.3205535
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In the March 2016 federal budget though, the projections changed dramatically as seen in the graph below.  

 

 
Source: http://news.nationalpost.com/news/canada/canadian-politics/federal-budget-2016-liberals-project-30b-deficit-with-no-plan-to-

return-to-a-surplus-by-2019 

 

Budget 2019 Update 

 
Source: https://www.cbc.ca/news/politics/fiscal-monitor-trudeau-surplus-1.5112639 

 

 

However, there is much more to the debt story….. 
 

Note:  For the USA, when one adds in future unfunded liabilities for commitments to Social 

Security, Medicare, and similar programs, the debt figure rises to over  

$148 trillion (as of June 10, 2020). Source: http://usdebtclock.org/ 

 

http://news.nationalpost.com/news/canada/canadian-politics/federal-budget-2016-liberals-project-30b-deficit-with-no-plan-to-return-to-a-surplus-by-2019
http://news.nationalpost.com/news/canada/canadian-politics/federal-budget-2016-liberals-project-30b-deficit-with-no-plan-to-return-to-a-surplus-by-2019
https://www.cbc.ca/news/politics/fiscal-monitor-trudeau-surplus-1.5112639
http://usdebtclock.org/
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Why is that figure so high? The answer….demographics. 

 
Source: https://www.cia.gov/library/publications/the-world-factbook/geos/us.html 

 

Note: Canada will face similar fiscal challenges with an ageing population. 

 
Source: https://www.cia.gov/library/publications/the-world-factbook/geos/ca.html 

 

 

https://www.cia.gov/library/publications/the-world-factbook/geos/us.html
https://www.cia.gov/library/publications/the-world-factbook/geos/ca.html
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Source: https://www.fraserinstitute.org/file/federal-debt-in-canada-by-prime-ministers-2019-

infographicjpg 

https://www.fraserinstitute.org/file/federal-debt-in-canada-by-prime-ministers-2019-infographicjpg
https://www.fraserinstitute.org/file/federal-debt-in-canada-by-prime-ministers-2019-infographicjpg
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Note:  Provincial governments also have debts. 

 
Source: https://www.fin.gov.on.ca/fallstatement/2018/chapter-4.html 

 

2020: COVID-19 pandemic severely impacts 

government finances 

With deficit closing in on $400 billion, Liberals detail more 

spending to come 
By: Jordan Press, The Canadian Press 

Source: https://www.winnipegfreepress.com/arts-and-life/life/health/freeland-set-to-deliver-update-on-federal-

finances-and-economic-outlook-573232701.html 

Posted: 11/30/2020 3:01 AM | Last Modified: 12/1/2020 9:29 AM | Updates 

SEAN KILPATRICK / THE CANADIAN PRESS 

Minister of Finance Chrystia Freeland delivers the 2020 fiscal update in the House of Commons 

on Parliament Hill in Ottawa on Monday, Nov. 30, 2020. 

OTTAWA - The federal Liberals are proposing $25 billion in new spending to help Canadian 

businesses and workers make it through a COVID-19 winter and vowing tens of billions more to 

help the country recover once the pandemic passes. 

https://www.fin.gov.on.ca/fallstatement/2018/chapter-4.html
https://www.winnipegfreepress.com/arts-and-life/life/health/freeland-set-to-deliver-update-on-federal-finances-and-economic-outlook-573232701.html
https://www.winnipegfreepress.com/arts-and-life/life/health/freeland-set-to-deliver-update-on-federal-finances-and-economic-outlook-573232701.html
https://www.winnipegfreepress.com/arts-and-life/life/health/freeland-set-to-deliver-update-on-federal-finances-and-economic-outlook-573232701.html#history_popup
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The government's fall economic update proposes to send extra child-benefit payments to families 

next year as well as to put cash into skills training and to create new jobs. For businesses, the 

government wants to bring the wage subsidy back to 75 per cent of business payroll costs and 

extend the business rent subsidy to mid-March. There is also money for long-term care facilities 

and the stock of the nation's personal protective equipment, while dropping federal sales tax on 

face masks and shields. Finance Minister Chrystia Freeland's update makes clear the measures 

will be removed once the economy improves, although the timing is tied to the path of the 

pandemic. 

"As we build our growth plan, and as we deploy it, the measure we're going to be looking at to 

see if we've got the job done is really around jobs."–Finance Minister Chrystia Freeland 

The cost to date has the federal deficit reaching $381.6 billion this year, but the government's 

math says it could close in on $400 billion if widespread lockdowns return in the coming weeks. 

Freeland's update largely adds cash to existing programs, but tees up work already underway to 

craft a spring budget. She said it will focus on an economic recovery that will include a three-

year stimulus plan worth up to $100 billion, depending on the twin paths of the economy and the 

pandemic. "If it's pre-committed and locked in, the risk is you overstimulate the economy, 

whereas this seems more that if things go the other way, there's more to come, which will 

support growth," said RBC chief economist Craig Wright. While the details have yet to be 

worked out, Freeland said the stimulus plan will include time-limited spending on things like a 

green economy bio-manufacturing — the industry that makes vaccines and medication. Freeland 

argued some of the down-payments on that plan are in Monday's update, including proposed 

grants for homeowners to make energy-efficiency upgrades. Perrin Beatty, president of the 

Canadian Chamber of Commerce said the economic statement provides some short-term help, 

but it still "presents a plan to create a plan" for recovery. There is no specific "fiscal anchor," a 

measurement to moor government spending to keep it from drifting off target, guiding the plan. 

In its place are economic indicators like the unemployment rate and hours worked that the 

Liberals will use to decide when spending can ease off or when the taps need to be opened wider. 

"As we build our growth plan, and as we deploy it, the measure we're going to be looking at to 

see if we've got the job done is really around jobs," Freeland told reporters. Rebekah Young, 

director of fiscal and provincial economics with Scotiabank, said the scant details about long-

term plans will likely create unease in financial markets. "The creation of vaguely defined 

guardrails with no real line of sight on the end of stimulus spending, let alone its composition, 

has arguably added more uncertainties to the fiscal outlook rather than less," she said. The 

country has recovered about three-quarters of the three million jobs lost during spring 

lockdowns. The Finance Department estimates the unprecedented spending to date prevented a 

further loss of about 1.2 million jobs. The document Monday updates the accounting on many 

programs, showing under-spending on some that the Liberals now want to top up, such as the 

wage-subsidy program that is now supposed to cost over $83.5 billion. A revamped commercial 

rent-relief program will cost $2.18 billion this fiscal year. The two programs are, combined, 

estimated to cost about $16.2 billion next year. Dan Kelly, president of the Canadian Federation 

of Independent Business, noted the changes to business aid will help small businesses plan for an 

uncertain foreseeable future. 
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"Still, it is disappointing that government has not announced further fixes for new businesses and 

self-employed Canadians, who remain ineligible for nearly all of the key support programs," he 

said. Spending next year on extra child benefits will send $1,200 tax-free to families with net 

incomes up to $120,000, and $600 for families that make more than that. The cost will be about 

$2.4 billion, a little more than the $2 billion for extra Canada Child Benefit payments this year, 

bringing the total cost for the program next year to $27.9 billion. And while the document 

includes money for long-term care facilities, there is no specific bump planned in health transfers 

for the provinces. What the Liberals are proposing is to provide more money to provinces that 

see sudden drops in revenues through an existing fiscal-stabilization program, an increase 

provinces asked for last year. To pay for some of it, the Liberals are proposing to make digital 

companies like Netflix and Airbnb collect and remit sales tax on their products. 

 

 

 

 

 

 

 

 

Note:  This presentation focuses on government / public debt.  

Private debt (i.e. home mortgages, car loans, credit card debt, 

student loans, etc.) is also a huge issue for Canadians (See article 

below) 

 

Apr 8, 2021 
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53% of Canadians on the brink of insolvency: MNP survey 

By Pattie Lovett-Reid 

Chief Financial Commentator, CTV 

Source: 53% of Canadians on the brink of insolvency: MNP survey - BNN Bloomberg 

 

The party is over. A new survey by MNP Ltd. has found that 53 per cent of respondents said they are 

$200 or less away from not being able to meet all of their monthly bills and debt obligations. The number 

is alarming as it marks a five-year high in the agency's consumer debt index and marks a 10-point jump 

from a December survey. This number includes the 30 per cent who said they are already insolvent, with 

no money left over at the end of the month. Government support programs offered up a little financial 

flexibility over the past year but, at best, these programs were intended to be temporary. In many ways 

COVID-19 benefits masked the seriousness of Canadians who were drowning in debt.  

“The anxiety Canadians are feeling about making ends meet - or already unable to do so - tells us we 

may eventually see an avalanche of households falling behind on payments or defaulting on loans, 

mortgages, car payments or credit cards,” said Grant Bazian, president of MNP LTD, in the report 

published Thursday.  

Households may have tried to save more and spend less amid the pandemic, and - to be fair - some have 

been very successful at doing just that. However, there are others who have taken on more debt due to 

job loss, wage reductions or desperately trying to keep small businesses afloat.  

According to MNP, a quarter of Canadians took on more debt amid the pandemic. Among respondents, 

20 per cent said they used savings to pay bills, 14 per cent used credit cards, seven per cent used a line 

of credit, while three per cent took out a bank loan or deferred mortgage payments, respectively.  

“Those taking on more debt are becoming increasingly vulnerable to interest rate increases in the future. 

They might find that their debt becomes unaffordable when that happens,” Bazian wrote.  

Higher rates should be a real concern to those who borrow and naively think rates won't head higher once 

the economy warrants it. In fact, I find it outrageous that six in ten respondents said that the current low-

rate environment makes it a good time to buy things they might not otherwise be able to afford.  

We need to stop spending if we can't afford it - now.  

What would be far more appropriate for struggling households would be to hit the pause button and 

look for solutions to get out of this debt trap. 

Bazian suggested that a Licensed Insolvency Trustee might provide a spate of options for those 

struggling to make ends meet. These included setting up a firm monthly budget, refinancing credit options 

to decrease fees and debts, selling high-value assets that might provide additional cashflow, 

consolidating debts to achieve lower interest rates on a single payment, seeking consumer proposals with 

creditors, or declaring bankruptcy. 

 

https://www.bnnbloomberg.ca/talent/pattie-lovett-reid-1.451950
https://www.bnnbloomberg.ca/53-of-canadians-within-200-a-month-of-insolvency-mnp-1.1587379
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Source: Chart: Debt-to-GDP Continues to Rise Around the World (visualcapitalist.com) 

(Dec. 10, 2020) 

 

Update 

Current Canadian Federal Debt (Date:  ___________): ____________________________ 

Per Capita :  __________________________________ 

Source:  http://www.debtclock.ca/  

 

Current USA Federal Debt (Date:  ___________): ____________________________ 

Per Capita :  __________________________________ 

Source:  https://www.usdebtclock.org/ 

 

 

World Debt – Comparisons between select countries as of Dec. 2, 2021 
Source: http://usdebtclock.org/world-debt-clock.html 

 

Public Debt to GDP Ratio - This entry records the cumulative total of all government 

borrowings less repayments that are denominated in a country's home currency relative to 

a country’s GDP. 

 

External Debt to GDP Ratio – The total public and private debt owed to nonresidents 

repayable in foreign currency, goods, or services relative to a country’s GDP. 

 

https://www.visualcapitalist.com/debt-to-gdp-continues-to-rise-around-world/
http://www.debtclock.ca/
https://www.usdebtclock.org/
http://usdebtclock.org/world-debt-clock.html
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GDP: The money value of all goods and services produced within a country each year. 

 
Consider: Why would a country be concerned about a high level of external debt? 
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