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Canadian governments violate the intergenerational “golden rule” 

 

New study 

 

It is no secret that Canada, like many countries, has an aging population. We have a duty to 

ensure that our aging parents and grandparents have a dignified, healthy and financially 

secure retirement. As we pursue this goal, there is a parallel duty to create the conditions in 

which the children and grandchildren of today’s aging population can thrive.  

 

To what degree have governments adapted their budgets to fulfil both responsibilities? 

That’s the question asked in a new study by University of BC professor, Dr. Paul Kershaw, 

and published by the Generation Squeeze Lab.  

 

“The findings are troubling,” explains Kershaw. “They reveal that Canadian governments 

have not committed to intergenerational justice in their budget decisions over the last four 

decades, and there are serious risks that upcoming federal and provincial budgets will 

worsen the problem.” 

 

1.     Governments didn’t budget for all ages 

 

Compared to 1976, federal and provincial governments collected an extra $11 billion in 

taxation as of 2016 (when measured as a percentage of our economy). But over the same 

period, governments spent an additional $36 billion on medical care for Canadians age 65+, 

leaving a gap of $25 billion for which no additional taxes were collected. This shortfall was 

covered in part by spending around $19 billion less on programs for younger Canadians, 

and by growing government debts. 

 

2.     Governments violated the intergenerational golden rule  

 

We all know the golden rule – do unto others as you would have them do unto you.  In 

government budgets, this golden rule means that today’s aging population shouldn’t expect 

their children to pay more for them during retirement than they paid for their own elderly 

parents. 
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Canadian budgets are contrary to this golden rule. The typical young adult today is 

expected to pay 22 to 67 per cent more in taxes for medical care and old age security for 

the aging population than members of the aging population paid for the same programs 

when they were young adults. 

 

3.     Governments didn’t commit to sustainability, fiscally or environmentally 

 

Sustainability implies that each generation should leave at least as much as it inherited.  

 

Yet each young Canadian inherits nearly $14,000 more in government debt today than did 

today’s aging population when they were young adults (after adjusting for inflation and 

economic growth). 

 

At the same time, younger Canadians are inheriting a larger environmental debt. By not 

responding promptly to the risks of climate change, we are now confronting the need for a 

more urgent transition – one we have to make in the face of higher costs related to the 

frequency and severity of fires, floods, heat waves, vector-borne diseases, etc., which are 

already on the rise. 

 

4.     Younger Canadians have lost out in the lottery of timing 

 

It might be acceptable for governments to invest less in younger Canadians, or expect us to 

pay more in taxes for aging parents and grandparents, if we were on a stronger financial 

footing by comparison with four decades ago. But younger people today are not better off 

financially. Younger Canadians now come of age when jobs pay thousands of dollars less 

for full-time work (after inflation), and our major cost of living – housing – costs hundreds of 

thousands of dollars more. We have lost out in the lottery of timing. 

 

Policy recommendations. 

 

We need governments to budget for all ages, so Canada works for all generations. The 

following recommendations will serve this objective: 

 

1.     Document age trends in government budgets, by reporting on revenue and 

spending trends, sustainability, the golden rule, and the lottery of timing. All levels of 

government are more likely to overlook intergenerational unfairness if we don’t provide data 

to inform our elected officials. 
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2.     Rely more on taxing what we don’t want to collect government revenue. For 

example, less than one percent of government revenue comes from pricing carbon 

pollution. Given the risks of climate change for younger Canadians and future citizens, let’s 

prioritize pricing pollution as we need to generate revenue for the public purse.  

 

3.     Tax housing wealth fairly. High housing prices are at the epicentre of 

intergenerational tensions. High home prices have substantially increased the wealth of 

many in the aging population, while hurting the ability of their kids and grandchildren to 

make homes for themselves as renters or owners. Governments collect $4 billion less per 

year in municipal property taxation than in 1976, even though homes are far more valuable 

today. As a result, there is room for senior governments to collect revenue by shifting the 

source of tax dollars. Taxing high value homes more, while reducing income taxes for 

everybody, can help pay for programs like medical care and child care. 

 

4.     Be careful about growing medical care spending faster than other spending. The 

evidence shows that social spending contributes more to population health than medical 

spending. Our governments should therefore be concerned when medical spending on 

younger Canadians grows faster than child care, housing, postsecondary, etc. 

 

The full study, “Intergenerational Injustice in Canadian Public Finance,” is available at: 

http://bit.ly/GS_IntergenInjustice 
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