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After the Liberals formed the government, Martin was In his debut as finance minister, Martin made huge budget cuts
that an event that had occurred only twice in 36 years before The results of this public consultation process were
collected and analyzed by the Finance ministry.

In June , Martin was dismissed from the cabinet as Minister of Finance and subsequently pursued a bid for
leadership of the Liberal Party of Canada. We live or die on community support -- your support! Hence, the
Half-Way Home title of this paper. In terms of components of program spending, federal transfers to persons
fell from 5. It is a policy factor since it can be directly and quickly influenced by taxing and spending choices.
The Liberals lost a number of seats in Quebec, winning only 13 of the 75 seats in the province, down from 21
in , while the Conservatives won 10 seats there. Some of these took the form of reduced government services,
affecting the operations and achievement of the mandate of federal and provincial departments. With g-i now
falling and eventually becoming negative in or around the s recession , governments were required to radically
alter their traditional approach to budgeting if they wished to continue to maintain, let alone decrease, their
debt-to-GDP ratios. Obviously, this diverting of EI premiums has been an important and controversial part of
the federal budgeting success story. Courchene concludes with a few comments on the impact of September
11,  Thus, the story on the debt front is not quite as rosy as the deficit story: From a ratio in excess of percent
of GDP in , the federal debt-to-GDP ratio fell steadily to under 20 percent in the early s, only to register
equally dramatic increases until the mids when it peaked at just over 70 percent. The resulting loss in tax
revenue almost eliminated the savings gained by making the spending cuts. This inflation indexing was part of
the reason for the marked upward shift in program expenditures relative to budgetary revenues from the mids
onward see the upper panel of Figure 2, or the shift toward operating budget deficits in the middle panel of
Figure 1. The House of Commons passed the Civil Marriage Act in late June in a late-night, last-minute vote
before Parliament closed down, the Senate passed it in July , and it received Royal Assent on July 20 of the
same year. The budget included an array of new spending for the Armed Forces , the environment and a
national child-care program. A society based on compassion and caring; not indifference or neglect. The
overall deficit is defined as the sum of the operating balance OB plus debt servicing, where OB is the
difference between total revenues and program expenditures, and debt servicing equals the nominal rate of
interest, i, times the outstanding debt, D i. Martin later responded that, in his view, many foreign leaders had
made pledges that were too fanciful and that he would only commit to targets that he knew his government
could be held accountable for. First of all, and as I have argued elsewhere, to the extent that there was a macro
dysfunction in Canada in the mids, it related not so much to inflation, which was relatively stable over the
mids but, rather, to inadequate domestic savings, i. By the time of his unprecedented tax cuts in , Martin had
delivered on almost every one of the demands of big business. A more grotesquely hypocritical speech could
hardly be imagined. All of these measures were surely helpful to Minister Martin. We call that sustainable. In
response, the Bank of Canada lowered interest rates to avoid contributing to a growing recession, causing a
huge spurt of economic growth and resulting increase in government revenue. Days later, the Liberals took the
NDP up on their offer and negotiated tax cut deferments and new spending initiatives. Given a the favourable
underlying economic parameters inflation, interest rates, the exchange rates, etc. By way of illustrating the
degree to which the economic expansion was underestimated, the January average private-sector forecast for
real GDP for calendar was 2. By this had fallen to 24 cents. Retirement[ edit ] CTV in November reported that
Martin would be a member of a four-person council of economic advisers to a hypothetical coalition
government formed by the Liberals and the NDP if they succeed in toppling the Harper government. Within
two years virtually every promise was broken. This means that even with the operating budget in balance, the
federal debt-to-GDP ratio would and did continue its upward spiral because the rate of increase in debt
servicing costs exceeded GDP growth. Enhancing the role and influence of the Department of Finance in
relation to the major federal spending departments such as Human Resources Development and Health and
Welfare. I adhere to the position in the previous paragraph that the Bank stepped way too hard on the
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monetary brakes in implementing price stability. Thomas J. The politics of stiffening the budget stance were
made much easier than was the case for the Mulroney Tories, for example because the principal opposition to
the governing Liberals came from the fiscally conservative Reform Party. On the process side and to increase
transparency, Finance reverted to presenting 5-year estimates of the likely surplus, although the budgets
themselves would still limit legislative initiatives to the current year and the following two.


