THE SCHOOL

CALGARY ofFPuBLIC PoLIcy

BUDGET LESSONS
FROM THE PAST

RON KNEEBONE
THE SCHOOL OF PUBLIC POLICY

FEBRUARY 7, 2019

www.policyschool.ca



A -'.|I'l'|'ﬂ'll'_|' rl:l::lJF.r_rIJ.' Biime 104 THOELE

Canadian Provincial Government Budget

Data, 1980/81 to 2013/14

ROMALD KNEEBEONE AND MARGARITA WILKINS
The Schoal of Puble Poday, Unwersty of Colgory, Calgory, Alberio

Statistique Canada a cessd de publier des dormees sur les budgeds des gouvemanents provinciaa an
Camnada, f ks charchanrs paovent mainienant dificlemant evaminer ke dhoix que fond cos goovame
menis en matere de politiques budgétires. Dans oot article, nows pesentons des donnies porfant sur les
budgets de chacune des 10 provinces an cowrs de b périnde allant de 198001960 4 A0 Cos donedes
sond semblah s & celles que oonermend bes tableany de eirence financiars do minisiere des Finances do
Canada, mais elles perretond wne analyse plus fine des rovenus o des dépanses lids aux posies budedtadines
lon plus imporiands.
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Ontario $ millions
Revenues Expenditures

Fiscal Year Personal Income | Corporation . Federal Cash Other Own- . . . Other Program | Total Program . Total Annual Deficit

Tax Income Tax Retail Sales Tax Transfers Source Revenue Total Revenue Health Social Services Education Expenditures Expenditures Debt Service Expenditures
1980-81 3,578 1,792 2,562 3,025 4,592 15,549 4,860 1,527 4,146 4,708 15,241 1,595 16,836 1,287
1981-82 4,928 1,769 2,853 3,308 5,026 17,884 5,776 1,770 4,714 5,559 17,819 1,832 19,651 1,767
1982-83 5,858 1,361 3,420 3,345 5,338 19,322 6,731 2,124 5,045 6,499 20,399 2,110 22,509 3,187
1983-84 5,994 1,583 3,876 4,161 5,699 21,313 7,582 2,402 5,489 6,546 22,019 2,534 24,553 3,240
1984-85 6,253 2,248 4,426 4,578 6,260 23,765 8,340 2,604 5,151 7414 23,509 2,922 26,431 2,666
1985-86 7,249 2,575 5,025 4,49 6,895 26,240 9,251 2,859 5,444 8,050 25,604 3,250 28,854 2,614
1986-87 8,618 3,205 5,604 4,870 7,247 29,544 10,480 3,285 6,637 8,237 28,639 3,539 32,178 2,634
1987-88 9,859 3,600 6,305 4,984 7,705 32,453 11,529 3,775 6,838 9,029 3,171 3,771 34,942 2,489
1988-89 11,687 4,223 1,775 5113 8,458 37,256 12,569 4,311 1,779 10,044 34,703 4,032 38,735 1,479
1989-90 13,518 4,720 8,549 5,364 9,541 41,692 14,128 5,062 8,199 9,929 37,318 4,284 41,602 -90
1990-91 15,440 3,800 8,175 5,762 9,715 42,892 15,012 6,434 8,384 12,315 42,145 3,776 45,921 3,029
1991-92 13,712 3,184 7,487 6,324 10,046 40,753 16,834 8314 9,710 12,629 47,487 4,196 51,683 10,930
1992-93 13,543 2,713 7,316 7,554 10,681 41,807 17,732 10,006 10,440 8,195 46,373 7,862 54,235 12,428
1993-94 14723 3,447 8,124 7,071 10,309 43,674 17,684 10,413 9,340 9,956 47,393 7,129 54,522 10,848
1994-95 14,758 4,557 9,090 7,607 10,027 46,039 17,848 10,607 9,421 10,460 48,336 7,832 56,168 10,129
1995-96 15,633 5174 9,424 7,881 11,361 49,473 17,775 10,377 9,761 11,885 49,798 8,475 58,273 8,800
1996-97 16,357 5,852 9,964 5,778 11,499 49,450 17,921 9,273 8,957 11,597 47,748 8,607 56,355 6,905
1997-98 16,293 7,456 10,843 5,098 12,828 52,518 18,492 9,290 9,525 10,448 47,755 8,729 56,484 3,966
1998-99 17,190 7,447 11,651 4,515 14,983 55,786 19,694 9,569 11,297 8,212 48,772 9,016 57,788 2,002
1999-00 17,617 8,095 12,879 5,885 18,455 62,931 22,006 9,483 11,971 8,952 52,412 9,497 61,909 -1,022
2000-01 17,911 9,200 13,735 6,129 16,849 63,824 22,993 7,634 10,986 10,911 52,524 9,416 61,940 -1,884
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THE NON-ENERGY PRIMARY DEFICIT

e |[f we remove non-renewable resource revenues and debt service
payments from the budget we obtain the non-energy primary
balance

« A measure used to identify fiscal effort and underlying fiscal
sustainability in oil exporting states

A focus on the non-energy primary balance helps develop
constituencies in support of prudent budget choices, getting off
the roller-coaster, and promoting a less pro-cyclical fiscal policy

www.policyschool.ca
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OFF THE ROLLER COASTER! HOW?

 Political commitment to cut spending

 Klein campaigned on it both as a candidate for the PC
leadership ...
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OFF THE ROLLER COASTER! HOW?

.... And of course won a majority government on a platform of a
20% cut to spending.
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OFF THE ROLLER COASTER! HOW?

 But that political commitment was supplemented by
e Deficit Elimination Act (1994)
« Balanced Budget and Debt Retirement Act (1995)

 The combination worked to eliminate the non-energy primary
deficit and get Alberta off the energy roller coaster

e But then, the political commitment faded and legislation on its
own could not hold the line

www.policyschool.ca
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THE HANDS THAT BIND (SORT OF)

 Fiscal Responsibility Act (1999)

 Fiscal Statutes Amendment Act (2003)

e Access to NRR limited to
« $3.5 billion (2004)
e $4.0 billion (2005)
« $4.75 billion (2006)
* Aw, forgetaboutit (2007)

From Famine to Feast: The Evolution
of Budgeting Rules in Alberta Canadian Tax Journal, 2006

Ronald D. Knesbone*

www.policyschool.ca
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WHO'S RESPONSIBLE FOR THIS MESS?
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LESSONS FROM THE PAST

* The double-edged sword of energy revenues
* Low tax rates but high spending

 Deficit and debt control and, once off, staying off the roller-
coaster requires
e Limiting access to energy revenues
 Fiscal rules but perhaps most importantly, political commitment.
* k%

www.policyschool.ca
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