
Better alternatives:
Why the fiscal sky isn’t falling over New Brunswick

New Brunswickers have recently heard alarming  
warnings about their province’s finances.   

Last November, Finance Minister Blaine Higgs warned 
the province was spending considerably more on 
public services than it can afford and its financial situ-
ation was “unprecedented.” Also in November, former 
Toronto Dominion Bank chief economist Don Drum-
mond warned the province could be heading for a  
$2 billion deficit within five years. Early this month  
the province’s auditor general reported that the  
province’s financial position was unsustainable and 
had worsened.      

All of this may have been predictable when the previ-
ous government embarked on deep cuts to corporate 
and personal income taxes in the midst of the reces-
sion as the deficit doubled. But is the fiscal sky really 
falling over New Brunswick? Is there no alternative but 
to cut public services and sell off the province’s assets 
to save it from fiscal Armageddon?

First, let’s look at some facts. Yes, New Brunswick’s 
deficit last year was relatively high, but as a share 
of the economy it’s less than half what it was in 
1982/83 and about the same share as during the  
last recession in 1991/92. The province’s net debt 
as a share of its economy remains lower than every 
province east of Manitoba. If New Brunswick was  
facing imminent financial collapse, then surely the 
bond market debt collectors would already be at the 
doors of these five other provinces.

But what of the future?  Won’t high rates of spending 
growth and low economic growth eventually bankrupt 
the province? It is true that a province can’t continue 
to increase its spending forever at a faster rate than its 
revenues grow. Eventually that will of course be un-
sustainable. But this doesn’t mean New Brunswickers 
have to face cuts to their public services and growing 
austerity.   

There are better alternatives.    

The province could return to balanced budgets within 
four years—on the same timeline as the government  
is planning—without cutting public services. What it  
will take is reversing some of the tax cuts that have 
been made, particularly those for higher incomes 
and corporations. The following table shows that 
New Brunswick can return to a balanced budget by 
2014/15 by:

•	 Reversing	recent	tax	cuts	to	bring	the	province’s	
own-source revenues gradually back up to a  
17.6 per cent share of the economy. This is less 
than the average for the 1990 to 2008 period.

•	 Gradually	reducing—but	not	cutting—program	
spending growth to 2.75 per cent a year. This 
would be enough to maintain moderate growth 
in public services to cover inflation at 2 per cent a 
year and population growth estimated at 0.5 per 
cent a year. Efficiencies in public services could be  
devoted to improving and expanding public  
services.
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New Brunswick can return to balance by
2014/15 without cuts to programs
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See table and notes for details and assumptions.

Balance (Deficit/Surplus)
Balance % of GDP

http://www2.gnb.ca/content/gnb/en/news/news_release.2010.11.1809.html
http://www.td.com/economics/special/dd1110_NB.pdf
http://www2.gnb.ca/content/gnb/en/news/news_release.2011.02.0100.html
http://www.gnb.ca/0160/budget/buddoc2010/tax_report-e.pdf


The assumptions underlying this alternative fiscal fore-
cast are all very reasonable. They include:

•	 New	Brunswick’s	economy	grows	at	the	rate	fore-
casted by the TD Bank and then at a moderate 
pace or 4 per cent a year in nominal dollars (or  
2 per cent in real terms).

•	 Federal	transfers	increase	at	the	rates	currently	set	
by the federal government. These include 3 per 
cent annual increases for the Canada Social Trans-

fer, 6 per cent for the Canada Health Transfer, a 
3-year moving average increase for equalization 
payments, 3 per cent for other transfers, and with 
major transfer protection provided for one further 
year. 

•	 The	rate	of	interest	for	debt	interest	payments	
gradually declines as the province’s high yield 
existing debt matures and can be rolled over at 
more reasonable rates.

Alternative fiscal outlook for New Brunswick 
Return to balance without cuts to programs          

                                                                 Actual                                                                   Projected      

 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16    2016-17     2017-18 
 

New Brunswick GDP  
 ($ millions nominal, fiscal year)  27,406   27,813     29,042     30,205     31,480     32,739     34,049     35,411     36,827     38,301 

Revenues ($millions) 7,113     6,990     7,012     7,487     8,009     8,445     8,940     9,320     9,737  10,175  

- Own source    4,386     4,089     4,270     4,743     5,258     5,632     5,993     6,233     6,482     6,742  

- Federal transfers    2,727     2,901     2,742     2,744     2,751     2,813     2,947     3,087     3,255     3,433 

Expenditures ($ millions)  7,403     7,728     8,138     8,359     8,534     8,728     8,917     9,145     9,374     9,600  

- Program spending 6,796     7,125     7,460     7,684     7,914     8,132     8,356     8,585    8,822     9,064 

Balance (Deficit/Surplus)  -     290  -     738  -  1,126  -     872  -     525  -     283           23         175         364         

575 Balance % of GDP -1.1% -2.7% -3.9% -2.9% -1.7% -0.9% 0.1% 0.5% 1.0% 1.5% 

Net Debt    7,388     8,353     9,479   10,351   10,876   11,159   11,135   10,961   10,597   10,022  

- % of GDP 27.0% 30.0% 32.6% 34.3% 34.5% 34.1% 32.7% 31.0% 28.8% 26.2%

All figures in $ millions except as indicated. For details and assumptions see text.         
 

New Brunswick’s personal and corporate tax cuts will 
cost the province over $400 million annually within 
a few years. Over half of the value of these tax cuts 
will go to the 6 per cent of New Brunswick taxfilers 
who make over $80,000 a year. Those in the top 
tax bracket of $120,000 plus will get a tax cut from 
the province worth close to $6,000 a year by 2012.   
Those with an income of $400,000 will get a tax break 
from the province equivalent to about $20,000 a year.

New Brunswick should stop competing in the race to 
the bottom by cutting taxes. This approach is leading 
to growing deficits, increasing inequality and excuses 
to cut public services and sell off public assets to the 

private sector. The only real beneficiaries of these poli-
cies are the province’s wealthiest. Most of the rest will 
face cuts to public services that exceed the value of 
any tax cuts they receive. There is a better and much 
more reasonable alternative without cuts to public 
services that can just as rapidly return the province to 
fiscal balance. 

Toby Sanger is senior economist with the Canadian Union 
of Public Employees. He previously worked as Chief Econo-
mist for the Yukon government and as principal economic 
policy advisor to Ontario Minister of Finance.  He is also the 
author of Pig in a Poke: New Brunswick’s Discussion Paper 
on Tax Reform.
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